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REORGANIZATION PLAN NO. 2 OF 1956 
(Federal Savings and Loan Insurance Corporation) 


TUESDAY, JUNE 26, 1956 


House or REPRESENTATIVES, 

EXECUTIVE AND LEGISLATIVE REORGANIZATION SUBCOMMITTEE, 

OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1501, 
New House Office Building. 

Present: Representatives Dawson (presiding), Jones, Fascell, 
Hoffman, Harden, Brown, and Jonas. 

Also present: Representatives Henderson Lanham, Chet Holifield, 
Lester Johnson, Brent Spence, and Robert W. Mollohan. 

Chairman Dawson. The subcommittee will come to order. 

A quorum is present to proceed. Our hearings this morning are on 
House Resolution 541 introduced by the Honorable Dante Fasc ell, 
member of the Committee on Government Operations and of this sub- 

committee. His resolution urges the House to disapprove Reorgani- 
zation Plan No. 2 of 1956 transmitted by the President to the House 
on May 17,1956. This reorganization plan would separate the insur- 
ance functions of the Federal Savings and Loan Insurance Corpor- 
ation from the Federal Home Loan Bank Board and provide the 
Federal Savings and Loan Insurance Corporation with its own inde- 
pendent management. A board of trustees composed of three mem- 
bers would be created. 

Transcripts of these a ae will be available for correction 
Wednesday morning at 10 a. “in the committee office, room 1501. 
Because of the limited time jornth ible, transcripts must be returned 
corrected by 4 p. m. of the same day. 

(The resolution referred to follows :) 


[H. Res. 541, 84th Cong., 2d sess.] 
RESOLUTION 
Resolved, That the House of Representatives does not favor the Reorganization 
Plan Numbered 2 transmitted to Congress by the President on May 17, 1956. 


(Reorganization Plan No. 2 of 1956 (H. Doc. 406) follows:) 


[H. Doe. 406, 84th Cong., 2d sess.] 

MESSAGE FROM 1HE PRESIDENT OF THE UNITED STATES TRANSMITTING REORGANI- 
ZATION PLAN NO. 2 Or 1956, PURSUANT TO THE REORGANIZATION ACT OF 1949, 
AS AMENDED 

To the Congress of the United States: 

I transmit herewith Reorganization Plan No. 2 of 1956, prepared in accordance 
with the provisions of the Reorganization Act of A949, as amended. The reorgani- 
zation plan is designed to provide the Federal Savings and Loan Insurance Cor- 
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poration with its own management, independent of the Federal Home Loan Bank 
Board. This organizational change accords with a recommendation of the second 
Commission on Organization of the Executive Branch of the Government. 

The management of the Federal Savings and Loan Insurance Corporation has 
been merged with and identical to that of the Federal Home Loan Bank System 
since the Corporation was established in 1984. It may well be that this identity 
of management was useful during the formative years of the Federal Home Loan 
Bank System and of the program of the Federal Savings’ and Loan Insurance 
Corporation. I am satisfied, however, that the time has come to separate the two 
agencies. Reorganization Plan No. 2 of 1956 establishes, separate from the Fed- 
eral Home Loan Bank Board, a new board of trustees of the Federal Savings and 
Loan Insurance Corporation; vests the management of the Corporation in that 
board of trustees; and makes appropriate transfers of the functions of the Fed- 
eral Home Loan Bank Board to the board of trustees and to the Corporation. 

The present responsibilities of the Federal Home Loan Bank Board are prin- 
cipally (1) supervision and regulation of the 11 home-loan banks established 
pursuant to the Federal Home Loan Bank Act of July 22, 1932, and of member 
institutions thereof, (2) chartering, supervision, and regulation of Federal sav- 
ings and loan associations, under the Home Owners’ Loan Act of 1933, and (3), 
beginning in 1934, management of the Federal Savings and Loan Insurance Cor- 
poration, together with related supervision and regulation of insured institutions. 

The reorganization plan is directed at the third of the foregoing, which is essen- 
tially a responsibility for the insurance of individual accounts in institutions of 
the savings and loan type, including concomitant supervision and regulation of 
insured institutions. Thus, the Federal Home Loan Bank Board will retain both 
its original functions relating to home-loan banks and their member institutions, 
and its functions, under the Home Owners’ Loan Act, of chartering, supervision, 
and regulation of Federal savings and loan associations. 

The financial soundness of the insurance program of the Federal Savings and 
Loan Insurance Corporation is of major and increasing interest to the Govern- 
ment. Under the law the Treasury may be called upon to purchase up to $750 
million in obligations of the Corporation. The volume of savings insured by the 
Corporation has increased nearly sixfold in the last 10 years and now stands at 
approximately $28 billion. 

In its audit reports submitted to the Congress from time to time the General 
Accounting Office has questioned the desirability of permitting an agency having 
the authority to promote and charter Federal savings and loan associations, which 
are required by law to be insured, also to administer the insurance underwriting. 
The General Accounting Office has stated that experience has shown that the 
responsibility for those functions are inherently conflicting and has recommended 
that the Congress consider separating the Federal Savings and Loan Insurance 
Corporation from the Home Loan Bank Board. The second Commission on 
Organization of the Executive Branch of the Government, in its report to the 
Congress on the subject of lending agencies, stated that there should be a clear 
separation of the management of the two agencies. 

I am persuaded that separation of the two programs will enhance the quality 
of the management of the Corporation. It will promote continuing public con- 
fidence in the savings and loan insurance program, and will better safeguard 
the interests of the Corporation and of the Treasury in minimizing the danger 
of losses arising from the contingent insurance liability. 

The primary responsibility of the Federal Home Loan Bank Board will con- 
tinue to be the encouragement of local thrift associations and the maintenance of 
a stable flow of funds for home financing by its member institutions. The reor- 
ganization plan will enhance the Board’s ability to perform these functions by 
relieving it of its present conflicting responsibility for administering Federal 
insurance of savings and loan associations. 

Reorganization Plan No. 2 of 1956 provdes that the Chairman of the Federal 
Home Loan Bank Board shall be 1 of the 3 members of the Board of Trustees 
of the Federal Savings and Loan Insurance Corporation. That arrangement is 
considered desirable to foster coordination of the policies of the Corporation and 
of the Federal Home Loan Bank Board. Moreover, the arrangement corresponds 
generally to the interrelationship of the Federal Deposit Insurance Corporation, 
which insures deposits of commercial banks, and the Comptroller of the Currency, 
who charters and supervises national banks and is a member of the Board of 
Directors of that Corporation, but does not otherwise control it. 

Relationships of the Federal Savings and Loan Advisory Council will be 
affected. by the reorganization plan to the extent that the Council will confer 
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with the Corporation, in lieu of the Federal Home Loan Bank Board, on special 
conditions affecting the Corporation, and also will direct to the Corporation 
those of the Council’s recommendations and requests for information which 
pertain to the Corporation. The plan does not otherwise affect the Council or 
the functions of the Federal Home Loan Bank Board with respect to the 
Council. 

After investigation I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 2 of 1956 is necessary to accomplish one 
or more of the purposes set forth in section 2 (a) of the Reorganization Act of 
1949, as amended. I have also found and hereby declare that it is necessary to 
include in the accompanying reorganization plan, by reason of reorganizations 
made thereby, provisions for the appointment and compensation of officers as 
therein provided. The rates of compensation so fixed are those which I have 
found to prevail in respect of comparable officers in the executive branch of the 
Government. 

I believe that the reorganizations made by the Reorganization Plan No. 2 of 
1956 will in the long run tend to reduce expenditures of the Government by 
reason of the more effective protection of the Government’s large financial inter- 
est in the affairs of the Federal Savings and Loan Insurance Corporation and 
of the institutions insured by the Corporation. It is not practicable, however, to 
itemize at this time the reduction in expenditures which it is probable will be 
brought about by the taking effect of the reorganizations included in the reorgan- 
ization plan. There will be a modest increase in the overall operating expenses of 
the Corporation and of the Federal Home Loan Bank Board, which are financed 
from the receipts of assessments, fees, premiums, and investment income of the 
Corporation and of the Board, and not from ordinary Government appropria- 
tions. 

The insured institutions, the holders of insured accounts, and the Federal 
Government all have a vital stake in the insurance program of the Federal Sav- 
ings and Loan Insurance Corporation. Reorganization Plan No. 2 of 1956 will 
substantially benefit all of them. I urge the Congress to allow the reorganiza- 
tion plan to become effective. 

Dwicut D. EISENHOWER. 

THE WHITE House, May 17, 1956. . 


REORGANIZATION PLAN No. 2 oF 1956 


Prepared by the President and transmitted to the Senate and the House of Representatives 
in Congress assembled, May 17, 1956, pursuant to the provisions of the Reorganization 
Act of 1949, approved June 20, 1949, as amended 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Srotion 1. Board of trustees—(a) There is hereby established the board of 
trustees of the Federal Savings and Loan Insurance Corporation (hereinafter 
referred to as the board of trustees). 

(b) The board of trustees shall be composed of three members as follows: 
(1) two members, each of whom shall be appointed by the President by and with 
the advice and consent of the Senate and receive compensation at the rate now 
or hereafter prescribed by law for the chairman of the Federal Home Loan Bank 
Board, and (2) the chairman of the Federal Home Loan Bank Board, ex officio. 
The President shall from time to time designate to be the chairman of the board 
of trustees one of the appointive members thereof. 

Sec. 2. Transfer of functions.—(a) There are hereby transferred to the board 
of trustees all functions of the Federal Home Loan Bank Board, including all 
functions of the chairman thereof, with respect to directing and operating the 
Federal Savings and Loan Insurance Corporation (hereinafter referred to as 
the Corporation) and with respect to the appointment and the fixing of compen- 
sation of officers, employees, attorneys, and agents of the Corporation. 

(b) Except as transferred by the provisions of section 2 (a) of this reorganiza- 
tion plan, and exclusive of the function of granting approval required under 
section 406 (a) of title IV of the National Housing Act, as amended (12 U. S. C. 
1729 (a)), which function of approval shall remain with the Federal Home Loan 
Bank Board, all functions of that Board provided for in the said title IV, includ- 
ing all functions of any member or agent of that Board so provided for, and all 
other functions vested in or performed by that Board by reason of its responsibil- 
ity to or for the Corporation, are hereby transferred to the Corporation. 
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Seo. 3. Status of the Corporation ; authority of the President.—(a) The Corpo- 
ration, including the board of trustees, shall hereafter be separate from and, 
except as provided in section 2 (b) of this reorganization plan in regard to 
approval required under section 406 (a) of title IV of the National Housing Act, 
as amended independent of the Federal Home Loan Bank Board; but nothing 
herein shall preclude the Corporation or the Federal Home Loan Bank Board, in 
respect of their respective functions after the provisions of this reorganization 
plan take effect, from utilizing the information, services, and facilities of the 
other under interagency arrangements authorized or permitted by law. 

(b) The Corporation, including the board of trustees and all matters under 
the jurisdiction of the board of trustees, shall be subject to the direction and 
control of the President of the United States. 

Sec. 4. Incidental transfers.—(a) All assets, liabilities, contracts, commitments, 
property, records, personnel, and unexpended balances of appropriations, alloca- 
tions, and other funds (including authorizations and allocations for administra- 
tive expenses), available or to be made available, of the Corporation shall remain 
with the Corporation. 

(b) So much of the assets, liabilities, contracts, commitments, property, rec- 
ords, personnel, and unexpended balances of appropriations, allocations, and 
other funds (including authorizations and allocations for administrative ex- 
penses), available or to be made available, of the Federal Home Loan Bank 
Board as the Director of the Bureau of the Budget shall determine to relate 
primarily to the Corporation or to its functions (including the functions vested 
in the Corporation by statute, the functions transferred to the Corporation by 
the provisions of this reorganization plan, and the functions transferred to the 
board of trustees by the provisions of this reorganization plan) shall be trans- 
ferred from the Federal Home Loan Bank Board to the Corporation at such time 
or times as the said Director shall direct. 

(c) Such further measures and dispositions as the Director of the Bureau of 
the Budget shall determine to be necessary in order to effectuate the transfers 
provided for in this section shall be carried out in such manner as the Director 
shall direct and by such agencies as he shall designate. 

Src. 5. Effective date ——The provisions of sections 2, 3, and 4 of this reorganiza- 
tion plan shall take effect on the first day following the day on which the second 
of the two appointive members of the board of trustees first appointed under 
this reorganization plan enters upon office as such member. 


Chairman Dawson. Because we have several Congressmen with us 
who have other meetings to make, I am going to seek to accomodate 
them, and our first witness will be Congressman Lester Johnson, of 
Wisconsin. 

Mr. Johnson. 


STATEMENT OF HON. LESTER JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Jounson. I appreciate the opportunity to appear before the 
committee in support of House Resolution 541 and in opposition to 
Reorganization Plan No, 2. This is a reorganization plan affecting the 
Federal Home Loan Bank Board and the savings-and-loan associa- 
tions of the country. There are eight savings-and-loan associations in 
my district, and they have played an important part in enabling our 
citizens to become homeowners and to accumulate savings for their 
future security. These savings-and-loan associations are vitally af- 
fected by this plan and are very much opposed to it. 

I do not profess to be an expert in this field, and I am not a member 
of the Banking and Currency Committee which ordinarily handles 
these matters. It does seem to me, however. that before any basic 
change is made in the Federal agency it should be preceded by very 
careful study and that the institutions affected by it should be given 
every opportunity to express their views. 
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And I might state, Mr. Chairman, that I am a member of the House 
Agriculture | Committee, and in that ‘committee we have had plans that 
were suggested, I believe, by the Hoover Commission for the Federal 
Land Bank, the Bank of the C ooperatives, and the Production Credit 
Association. 

Now, in the last session of Congress we took up the changes for the 
Federal Land Bank and the Bank of the Cooperatives, but the member 
banks and the people that were connected with it all were in agreement 
with the legislation that we put through and because there was no 
agreement in the Production Credit Associ ation, we waited until this 
session until we could get agreement before that legislation was passed, 
and it just passed the House ver y recently. 

You do not have to be a financial expert to see some of the defects in 
this plan. Whenever you establish two authorities in the same field, 
there is bound to be conflict, buck-passing, and duplication. It is also 
obvious that when you create a board without requiring any biparti- 
sanship and without stating any term of office, you are likely to have a 
rubber-stamp board which is ‘especially subservient to the party in 
power. 

The people in my district are happy with the services that they are 
receiving from the savings and loans until someone convinces me other- 
wise, I am in favor of maint: lining the present Federal agency 
structure. 

One of my constituents who is a long-time respected friend of mine, 
Mr. Walter Wensel, executive vice president of the First Federal Sav- 
ings and Loan Assoc ‘lation of Eau Claire, has written me: 


I can see no useful purpose or reason for changing the status quo. 
Andalso: 


We were somewhat surprised that this action was taken by the President in view 
of the fact that he nor anyone close to him did not discuss the matter with the 
savings-and-loan industry in any way, which industry, of course, is directly and 
vitally affected. 

Mr. Chairman, I urge the adoption of the resolution and disap- 
proval of the plan. 

Also, I ask unanimous consent to have printed in the record after 
my remarks a telegram which was sent to me from Eau Claire which 
reads as follows: 


Hon, Lester R. JOUNSON, 
House Office Building, Washington, D. C.: 

The associations in your district have all gone on record opposing reorgani- 
zation plan No. 2. We will appreciate your efforts in opposition to this move. 

First Federal Savings and Loan, Eau Claire, Barron County Federal 
Savings & Loan Association, Chippewa Savings & Loan Associa- 
tion, Tri-County Building & Loan Association, Cumberland Fed- 
eral Loan & Savings Association, Rice Lake Building & Loan 
Association, River Falls Federal Savings & Loan Association, 
Jackson County Federal Savings & Loan Association. 

I also ask unanimous approval to have printed in the record five 
letters that I have received from building and loan associations in my 
district. 

Mr. Horrman. May I ask, Mr. Chairman, that all of the witnesses 
put their exhibits in without reading them. 

Chairman Dawson. Unless there is objection, that will be done. 
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(The five letters follow :) 


First Feperat Savines & LOAN ASSOCIATION OF Eau CLAIRE, 
Eau Claire, Wis., June 7, 1956. 
Hon. LESTER JOHNSON, 
House of Representatives, Washington, D. C. 

Dear Lester: I am writing you with reference to reorganization plan No. 2 of 
1956 which President Hisenhower transmitted to the Congress on May 17. As 
I understand it, this plan, unless vetoed by either House of Congress within 60 
days, will establish the Federal Savings & Loan Insurance Corporation as an in- 
dependent agency. 

After a studied consideration of the matter I feel strongly that Congress should 
not approve this plan. Presently, the insurance corporation is under the Fed- 
eral Home Loan Bank Board, which Board has to do with the savings and loan 
industry, and by creating another agency independent of that Board the expense 
of administration would certainly be substantially increased over that which it 
is now, and I can see no useful purpose or reason for changing the status quo. 
Then too, under the proposed new plan, it would not necessarily be bipartisan or 
nonpartisan, which in my opinion might be dangerous for our economy. 

We were somewhat surprised that this action was taken by the President in 
view of the fact that he nor anyone close to him did not discuss the matter with 
the savings and loan industry in any way, which industry of course is directly 
and vitally affected. 

I strongly urge you to use your influence to reject this plan in the Congress 
and will appreciate your efforts along this line. 


Yours very truly, 
W. H. WeEnNzet, 


Executive Vice President. 


RIcE LAKE Burtpine & LOAN ASSOCIATION, 
Rich Lake, Wis., June 4, 1956. 
Representative LESTER JOHNSON, 
House Office Building, 
Washington, D. 0. 

Dear Mr. JoHNson: My attention has been called to the fact that under date 
of May 17 the President transmitted Reorganization Plan No. 2 of 1956 to the 
Congress. Unless vetoed by either House of Congress within 60 days the plan 
will establish the Federal Savings and Loan Insurance Corporation as an inde- 
pendent agency, separate from the Federal Home Loan Bank. The savings and 
loan industry is opposed to this operation with which we join. 

Very truly yours, 
LAURENCE §, Cor, Secretary. 


DURAND FEDERAL SAVINGS & LOAN ASSOCIATION OF WISCONSIN, 
Durand, Wis. June 21, 1956. 
Hon. LESTER JOHNSON, 
Congressman, State of Wisconsin, 
House of Representatives, Washington, D. O. 

DEAR CONGRESSMAN : I am writing concerning Reorganization Plan No. 2 which 
would divorce the Federal Savings and Loan Insurance Corporation from the 
jurisdiction of the Federal Home Loan Bank Board and set it up as a separate 
Government agency. 

I wish to advise you that our board of directors has met and is against Reor- 
ganization Plan No. 2 as presently proposed and have directed me to inform you 
of their objection. The board feels that it would be harmful to the Federal 
savings and loan organization if such a proposal was adopted. 

Yours truly, 
F.. W. CARPENTER, 
Secretary-Treasurer. 
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River Farts FEDERAL SAvines & LOAN ASSOCIATION, 
River Falls, Wis., June 21, 1956. 
Congressman LESTER JOHNSON, 
Washington, D. CO. 

Hon. LESTER JOHNSON: We ask you to please oppose Reorganization Plan No. 
2 which would divorce the Federal Savings and Loan Insurance Corporation from 
the jurisdiction of the Federal Home Loan Bank Board and set it up as a separate 
Government agency. 

Very truly yours, 

H. E. Simpson, Secretary. 


JACKSON COUNTY FEDERAL SAVINGS & LOAN ASSOCIATION, 
Black River Falls, Wis., June 23, 1956. 
Hon. LESTER JOHNSON, 
House of Representatives, 
House Office Building, Washington, D. C. 


DEAR MR. JOHNSON: Our directors, at a meeting held this past week, requested 
me to write to you to register our strong opposition to the administration’s 
Reorganization Plan No. 2, whereby the Federal Savings and Loan Insurance 
Corporation would be divorced from the jurisdiction of the Federal Home Loan 
Bank Board. 

It is our feeling that this would be a distinct step backward for cur industry 
as a whole. 

Apparently all parts of our business were surprised when this plan was dis- 
closed; also apparently ‘our industry representatives in Washington were not 
contacted or consulted before it was presented, as is usually done in such circum- 
stances. We cannot avoid the feeling that somehow the administration action 
in this case was inspired by those not interested in our future well-being. 

Again, we are against this plan. We will surely appreciate it if you would 
use your influence to oppose it. Thank you very much. 

Respectfully yours, 
Rurus DrmMick, Secretary-Treasurer. 


Chairman Dawson. This subcommittee is privileged to have with us 
this morning the distinguished chairman of the Banking and Currency 
Committee. He has taken time from his many duties to give us the 
benefit of his long experience in these matters. 

I am going to ask Congressman Brent Spence if he will come for- 
ward and be a witness. 


STATEMENT OF HON. BRENT SPENCE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Srence. Mr. Chairman, I thank you very much for the oppor- 
tunity to come to express my opinion on House Resolution 541 disap- 
proving Reorganization Plan No. 2 of 1956. 

All expenses of both the Federal Home Loan Bank System and of the 
Federal Savings and Loan Insurance Corporation are borne by their 
members—the members of the Nation’s 4,200 thrift and home financing 
institutions—and not by the Government. 

_ Practically none of these organizations are in favor of the Reorgan- 
ization Plan No. 2. 

It is not an unimportant institution that has the power to insure 
$32 billion of the people’s money and has an authority to borrow from 
the Treasury $750 million. Its administration as now organized has 


operated splendidly. 
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No reorganization should be made without careful investigation and 
consideration. 

The Banking and Currency Committee was not consulted about this 
reorganization. I am sure that. neither of the savings and loan leagues 
were consulted. As you know both are earnestly and vigorously op- 
posed to this reorganization plan. 

In all of the other organizations comparable—the Home Loan Bank 
Board and the Federal Deposit Insurance Corporation—there is a 
provision for bipartisan membership 1 in the controlling body. Under 
the Reorganization Plan No. 2, the Board of Trustees of this Cor- 
poration is appointed without tees: without any provision ¢ as to their 
qualifications and without any provision for bipartisanship. 

They shall report directly to the President. Of course, none of the 
appointed trustees will remain very long if there is a turnover in the 
administration. It would make them a political football. It is an 
invitation to the next administration to discharge them. 

There certainly ought to be a definite term of the trustees. Mem- 
bers of the Federal Reserve Board are appointed for 14 years, 
members of the Home Loan Bank Board are appointed for 4 years, 
members of the Board of the Federal Deposit Insurance Corporation 
are appointed for 6 years. 

Under the proposed plan, trustees of the Federal Savings and Loan 
Corporation are appointed without term. 

The Banking and Currency Committee was so greatly interested 
that we inserted in the housing bill an amendment that would make the 
plan inoperative. I am very glad the disapproval resolution has been 
offered and I hope that it will pass the House by a constitutional 
majority. 

I thank you. 

Chairman Dawson. Mr. McCormack. 

Mr. McCormack. Mr. Spence, were you or any members of your 
committee consulted before this plan was submitted ? 

Mr. Spence. No, I didn’t know anything about it. 

Mr. McCormack. In a plan of this kind, that is a little bit strange, 
isn’t it? 

Mr. Spence. I didn’t hear that. 

Mr. McCormack. Well, it is probably a leading question, so I won't 
repeat it. 

That is all. 

Mr. Spence. We w2re not consulted. While we give this power to 
the President we know that he could not consider all these matters and 
that he must delegate the authority to a committee to prepare the plan 
and submit to him. I think it would have been very appropriate for 
the committee to have discussed the matter with the legislative commit- 
tees of the Congress having jurisdiction before it was ‘offered. 

Chairman Dawson. Mr. Hoffman. 

Mr. Horrman. No question. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I would just like to comment enough to set the record 
straight. 

This reorganization plan was submitted by the President of the 
United States, not by a committee. It was based upon some general! 
recommendations made by the second Hoover Commission, which was 
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a branch of the Congress, but the Hoover Commission didn’t say how 
it should be made effective. It suggested only the study of the matter 
and that some consideration be given to action thereon. 

So the plan itself was submitted by the President, not by any com- 
mittee or commission. 

Mr. McCormack. Nobody takes issue with that, but I think you 
will agree that the advice of members of committees, whether Repub- 
lican or Democratic, or both, might be of value. 

Mr. Brown. Mr. McCormack, I anticipated your question. 

I shall say to you that during my 38 years in legislative service I 
have always advocated, regardless of political party, that the Chief 
Executive counsel with legislative committees regardless of how they 
may be constituted, and work in cooperation with them. 

Chairman Dawson. Mr. Jones, any question ? 

Mr. Jones. No questions. 

Chairman Dawson. Mr. Jonas? 

Mr, Jonas. I would like to ask Mr. Spence just one question. 

Did your committee conduct hearings on section 705? 

Mr. Srence. You mean in the housing bill? 

Mr. Jonas. Yes, in the section that eliminates this proposal? Did 
vou have any hearings ¢ 

Mr. Spence. We conducted hearings on the whole bill. 

Mr. Jonas. I mean on section 705. 

Mr. Srence. We had hearings on all of the bill. 

Mr. Jonas. Did the committee hear the proponents of this plan? 

Mr. Spence. No, I don’t think we did. 

Mr. Jonas. I had seen a news release, and you yourself stated the 
committee had been criticized, and I don’t mean to criticize the com- 
mittee but the release I saw pointed out that no hearings were held 
by. the committee before action was taken, and I just wondered if 
hearings were conducted. 

Mr. Srence. No hearings were held on the plan. The committee 
is familiar with the operations of the Home Loan Bank System and 
of the Federal Savings and Loan Insurance Corporation. 

Mr. Jonas. That is all. 

Mr. Spence. The Home Loan Bank System, I am informed, does 
not owe any money to the Government at the present time; $46 mil- 
lion of the $100 million which was advanced for the creation of the 
Federal Savings and Loan Insurance Corporation has been repaid; 
+50 percent of its net earnings are allocated to the payment of this 
debt. It will be paid at the present rate in the next 4 years and then 
there will not be a dollar of Government money invested in these 
agencies. I am not going into the question of whether or not a better 
reorganization might be effected. 

Mr. Jonas. Do I understand that you would not object to the plan, 
then, if the arrangement were different and the trustees were ap- 
pointed on a nonpartisan or bipartisan basis ? 

Mr. Srence. Well, I don’t say that. I haven’t gone into it suffi- 
ciently. 

I say that this is a defect. I would not commit myself to support 
any plan that would change the present organization. 

Chairman Dawson. Any questions? 

Mr. Fascenn. Yes, Mr. Chairman. 
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Mr. Spence. The Director of the Budget decides what functions 
and what powers shall be transferred, as I understand it, and I think 
unless the powers are very clearly defined between these two organi- 
zations, that there will be constant disagreement and doubt as to just 
what is the function of each organization. 

Chairman Dawson. Mr. Holifield, do you have some questions of 
Mr. Spence? 

Mr. Houtrretp. No; no questions. 

Chairman Dawson. Mr. Fascell ? 

Mr. Fasceri. Mr. Spence, as far as the Committee on Banking 
and Currency of the House is concerned, the present system that we 
have for the Federal Savings and Loan Insurance Corporation is 
working effectively and efficiently ; is it not ? 

Mr. Spence. I think the present system is operating very well. The 
organization has done splendidly, and that is the best argument to 
continue it as it is now constituted. 

Chairman Dawson. Congressman Lanham, of Georgia, a former 
member of this committee, is with us. 

Do you have any questions you would like to ask 4 

Mr. Lanuam. No; no questions. 

Chairman Dawson. Thank you very much, Mr. Chairman. 

Mr. Srence. Thank you, Mr. Chairman. 

Chairman Dawson. We are certainly happy to have you with us. 

Mr. Brundage. 

Mr. Brown. Aren’t you going to hear these other Congressmen ? 

Chairman Dawson. If they have other meetings. I am trying to 
get the witnesses who have other meetings, and Mr. Brundage asked 
that he be heard early, if possible. 

Mr. Lanuam. Yes; I have no other meeting this morning until 
11: 45. 

Chairman Dawson. Thank you. 


STATEMENT OF PERCIVAL BRUNDAGE, DIRECTOR, BUREAU OF 
THE BUDGET 


Mr. Brunpace. Thank you very much, Mr. Chairman. I had to 
leave another meeting to come here for this appearance. I appreciate 
the opportunity, Mr. Chairman, to appear before your committee in 
support of Reorganization Plan No. 2 of 1956. 

This reorganization plan is designed to strengthen the organization 
and administration of both the Federal Savings and Loan Insurance 
Corporation and the Federal Home Loan Bank Board by transferring 
the management of the Corporation from the Federal Home Loan 
Bank Board to a new and separate board of trustees. 

From its establishment in 1934 to 1942, the Corporation operated 
under a board of trustees composed of the five members of the Fed- 
eral Home Loan Bank Board, and held separate meetings as a cor- 
porate board. 

In 1942 the functions of the board of trustees were transferred by 
Executive order to the Federal Home Loan Bank Commissioner and 
this arrangement continued until 1947. 

Reorganization Plan No. 3 of 1947 abolished the board of trustees— 
it was handled by a Commissioner at that time; the operations were 
not large—and transferred its functions to a newly established Home 
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Loan Bank Board under the Housing and Home Finance Agency. 
These functions have been retained by the present independent Fed- 
eral Home Loan Bank Board. 

When viewed in the light of the tremendous growth of the savings 
and loan industry during the last decade and its present importance in 
the national economy, the urgent need for this further reorganization 
becomes apparent. Our home mortgage debt is now almost five times 
the 1945 year-end level. Savings and loan associations are the largest 
single source of home mortgage funds and currently account for 37 
percent of mortgage recordings. Well over 90 percent of their earning 
assets are invested in real estate mortgages. Our concern about this 
matter is not because of the Federal capital but because we are insur- 
ing over $31 billion of these deposits. 

Insurance of share-accounts by the Federal Government has been 
one of the major incentives for savers to invest in savings and loan 
associations. Consequently, largely for competitive reasons, over a 
thousand savings and loan associations whose accounts had not been 
previously insured, have applied for and obtained insurance since 
1945. By the end of 1955, a mortgage loans of the 3,544 
insured associations were 7 times as high as in 1945 and were greater 
than the insured share-accounts of $28.3 billion. Over three-quarters 
of these loans are not insured or guaranteed by Federal agencies, with 
their security depending solely upon the soundness of the borrowers 
and assets themselves. 

The phenomenal growth of these insured institutions and the char- 
acter of their assets emphasize the importance of the responsibilities 
vested by law in the Federal Savings and Loan Insurance Corpora- 
tion. The Corporation has a duty to require such examinations of 
insured institutions as may in its judgment be “necessary for its 
protection and the protection of other insured institutions” and to take 
steps, through the appropriate supervisory body, to secure such cor- 
rective action as may be indicated. Effective examination and super- 
vision are essential to the protection of the Corporation and the holders 
of share-accounts, particularly since the reserves and undivided profits 
of the insured associations represent a smaller proportion of risk 
assets than in 1945, and since the surplus and reserves of the Corpora- 
tion itself have decreased during the same period from 1.2 percent of 
the insured liability to .6 percent of the insured liability. 

While the identity in management of the Federal Savings and Loan 
Insurance Corporation and the Federal Home Loan Bank System may 
have been justifiable during the formative years of the insurance 
program, that program has now attained a size and importance which 
clearly demand the full-time attention of a separate board of trustees. 
The great growth in the Federal Home Loan Bank System also makes 
it desirable that the Federal Home Loan Bank Board be relieved of 
responsibility for the insurance program, so that it may concentrate 
completely on its increasingly important duties with respect to the 
supervision and regulation of the 11 Federal Home Loan Banks, the 
chartering, supervision, and regulation of Federal savings and loan 
associations, and the maintenance of a stable flow of funds for home 
financing. 
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I am convinced that separation of the Corporation and the Federal 
Home Loan Bank Board will serve the best interests of both agencies 
and the public. 

In view of the present and rapidly increasing magnitude of the 
commitments undertaken by the Corporation, it is imperative that the 
Government establish those organizational arrangements which are 
best calculated to assure the continued financial soundness of the in- 
surance program. Both the second Commission on Organization of 
the Executive Branch of the Government and the General Accounting 
Office have pointed to the need for making the reorganization accom- 
plished by this plan. 

The Commission in its report on “Lending, Guaranteeing and In- 
surance Activities” recommended that— 


no person be permitted to serve as a member of the Home Loan Bank Board 
and the Federal Savings and Loan Insurance Corporation at the same time— 





ind emphasized the desirability of a 
clear separation of the management of the two agencies. 


In a number of its audit reports submitted to the Congress the General 
Accounting Office has also recommended that the Corporation ad- 
ministering imsurance underwriting be made independent of the agency 
having the authority to promote and charter insured Federal savings 
and loan institutions. The General Accounting Office has stated that— 
there is a serious question as to the desirability of permitting one agency to 
exercise the function of supervision of insurance underwriting as well as the 
functions of promoting and chartering Federal savings and loan associations. 
Past experience in this respect indicates that the responsibilities for these 
functions are inherently conflicting. 

In recommending that the Congress consider complete or partial 
separation of the Corporation from the Home Loan Bank Board, the 
General Accounting Office observed that such a separation of functions 
exists in the commercial banking field. The Federal Deposit Insur- 
ance Corporation is independent of the Federal agencies concerned 
with the chartering and supervision of commercial banks, but co- 
ordination is obtained through the provision that the Comptroller of 
the Currency be an ex officio member of the board of directors of the 
Federal Deposit Insurance Corporation. 

Under the plan, the Federal Savings and Loan Insurance Corpora- 
tion will have a form of organization in most respects comparable to 
that of the Federal Deposit Insurance Corporation. Although the 
Hoover Commission recommended that management of the Corpora- 
tion be separated completely from the Federal Home Loan Bank 
Board, the plan sialon that the Chairman of the Board shall be 
1 of 3 members of the Board of Trustees of the Federal Savings and 
Loan Insurance Corporation with authority identical to that of the 
other trustees. It is believed that such an arrangement is necessary and 
desirable to assure coordination of the policies of the two agencies. 

Under Reorganization Plan No. 2, the trustees, other than the Chair- 
man of the Federal Home Loan Bank Board, will be appointed by the 
President by and with the advice and consent of the Senate. The 
plan does not require the Board to be bipartisan. The Corporation is 
engaged solely in insurance underwriting and related functions. All 
of the Government’s major insurance programs, with the sole excep- 
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tion of the Federal Deposit Insurance Corporation, are administered 
either by agencies with a single head or by a Government corporation 
under a board of directors which is selected for its experience and not 
ona partisan basis. These include mortgage insurance (Federal Hous- 
ing Administration), crop insurance (Federal Crop Insurance Corpo- 
ration), veterans’ life insurance ( Veterans’ Administration), farm 
tenant mortgage insurance (Farmers’ Home Administration), and 
ship mortgage insurance and war risk insurance (Secretary of Com- 
merce). It may also be noted that only two (Federal Deposit Insur- 
ance Corporation and Export-Import Bank) of some 50 active Gov- 
ernment corporations (other than the Federal Savings and Loan In- 
surance Corporation) have boards of directors selected on a bipartisan 
basis. 

It has been contended that the reorganization will result in duph- 
cate Federal supervision and examination of savings and loan asso- 
ciations, duplicate reporting, and conflicting regulations. Careful 
analysis of the assignment of functions between the Corporation and 
the Federal Home Loan Bank Board, as provided by the plan, will 
demonstrate that these contentions stem from a misunderstanding of 
the plan. The following is a brief summary of the respective func- 
tions and responsibilities of the Board, the Corporation, and the State 
supervisory authorities after the reorganization goes into effect. 

1. Chartering of savings and loan associations: This will remain 
exclusively a function of the Federal Home Loan Bank Board and the 
appropriate State authorities. 

2. Insurance: The Federal Savings and Loan Insurance Corpora- 
tion will have the power to approve or reject applications for insur- 
ance, whether by Federal- or State-chartered associations, and to ter- 
minate insurance as provided by law. 

All Federal associations are required to be insured. An applicant 
for a Federal charter must, therefore, among other conditions, meet 
the eligibility requirements for Federal insurance. 

3. Regulation: The establishment of regulations governing the 
organization, incorporation, and operation of savings and loan asso- 
ciations will remain a function of the Federal Home Loan Bank Board 
and the appropriate State authorities, excepting regulations directly 
related to the granting or withdrawal of insurance. Different stand- 
ards are now set for insurance than for membership in the Home Loan 
Bank System. The same is true of standards prescribed by State 
authorities. This will continue to be the case. In view of the liability 
assumed by the Government, the standards for insurance should be 
and are now often higher than those set by the Board for membership 
in the System or by the State supervisory authorities for chartering 
or for other purposes. 

4. Supervision: Savings and loan associations will continue to re- 
ceive directions on supervisory matters from a single Government 
agency, either the Federal Tome Loan Bank Board, in the case of 
Federal associations, or the appropriate State authorities, in the case 
of State-chartered institutions. Supervisory letters to associations 
based on findings of annual examinations will be signed, as under 
present procedure, either by the Board, or its authorized agent, or by 
the State supervisory authorities. 

When examinations disclose unsafe and unsound practices which 
may lead to the termination of insurance, the Corporation, as now 
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provided by law, will notify the insured association through the appro- 
priate supervisory authority, or if there is no supervisory authority, 
notify the association directly. In the case of insured State-chartered 
associations, the supervisory process can be simplified, in that the Cor- 
poration will be able to communicate directly with the State authori- 
ties. Under existing procedure, the Corporation communicates with 
State authorities through the presidents of the home loan banks who 
act as supervisory agents for the Bank Board. 

5. Examination authority: The Federal Home Loan Bank Board 
will retain authority to provide by regulation for the examination of 
the approximately 1,700 Federal savings and loan associations. The 
Board will also retain authority to examine State-chartered member 
or nonmember borrowers from the home loan banks “in any State 
where State examination is deemed inadequate” and to charge the 
expenses of such examinations to the cost of making advances in such 
States. There are over 2,600 State-chartered members of the System, 
of which about 1,900 are insured. 

The Corporation will have authority to make such examinations of 
insured institutions “as in its judgment may be necessary for its pro- 
tection and the protection of other insured institutions” and “to re- 
quire insured associations to pay the reasonable costs of such exami- 
nations.” This authority extends to all insured institutions, whether 
Federal or State-chartered. These examinations are now made on 
behalf of the Corporation by employees of the Federal Home Loan 
Bank Board. 

(a) Federal associations: The Federal Home Loan Bank Board 
and the Corporation will have a joint interest in the examinations of 
Federal associations, but for somewhat different reasons. Examina- 
tion is one of the tools used by the Board to ascertain compliance 
with applicable laws and the regulations issued thereunder. Exami- 
nations may be supplemented by periodic inspections and other sources 
of information. In that respect, the relationship of the Bank Board 
to Federal associations is comparable to that of State authorities to 
State-chartered institutions. The Corporation is concerned with the 
financial soundness of Federal associations and must rely primarily 
on periodic examinations to disclose unsafe and unsound practices 
which may jeopardize its insurance risk. 

(6) State associations: So far as State-chartered institutions are 
concerned, supervisory responsibility is vested in the respective State 
agencies and the Bank Board’s interest is limited to the credit standing 
of the State associations which borrow from the home loan banks. 
The Bank Board is authorized to examine such associations only after 
it has made a finding that the State examination is inadequate. The 
Corporation, on the other hand, has identically the same responsibility 
and authority with respect to insured State institutions as it has in the 
case of Federals. 

6. Administrative arrangements for examinations: The Federal 
Home Loan Bank Board cannot delegate its responsibility for the 
chartering, supervision and regulations of Federal savings and loan 
associations. Neither can the Federal Savings and Loan Insurance 
Corporation delegate its responsibility to maintain the financial 
soundness of all insured institutions. 

Each may choose, as a matter of administrative convenience, or in 
the interests of efficiency, to utilize the services of another agency to 
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conduct examinations. Thus, it is evident that determination of the 
precise administrative arrangements for conducting examinations of 
Federal associations will be within the discretion of the responsible 
agencies. The arrangements for examining insured State institutions, 
in cooperation with the State authorities, would appear to be primarily 
a matter of concern to the Corporation, since the Board’s responsibility 
in this area is extremely limited. 

There are at least three possible arrangements for conducting ex- 
aminations, none of which would involve duplicate Federal examina- 
tions of savings and loan associations. Each alternative contemplates 
a full interchange of examination reports between the Board and the 
Corporation. 

The possible arrangements are as follows: 

(a) All examinations could be made by the Federal Home Loan 
Bank Board. 

(6) All examinations could be made by the Federal Savings and 
Loan Insurance Corporation. 

(c) Examinations of Federal associations could be made by the 
Federal Home Loan Bank Board and of insured State associations by 
the Corporation. 

In the commercial banking field, the division of examining functions 
among the Federal Deposit Insurance Corporation, the Comptroller 
of the Currency and Federal Reserve has proved to be workable and 
has not resulted in duplicate Federal examinations of banking 
institutions. 

The reorganization admittedly will result in a modest increase in 
the administrative and operating expenses of the Federal Home Loan 
Bank Board and the Federal Savings and Loan Insurance Corpora- 
tion. This is inevitable when two organizations which have been 
utilizing certain common services are separated. The Corporation 
will have to add a small number of administrative, legal and super- 
visory personnel to perform services which it formerly received from 
the Board. It should be emphasized, however, that this will not 
involve either large numbers of people of sizable amounts of money. 

I would be the last person to minimize the desirability of obtaining 
administrative savings wherever practicable and in the public interest. 
But, in discussing administrative expenses, we must not let our atten- 
tion be diverted from the major source of potential expense to the 
Government and the industry—the $31 billion insurance liability. A 
bank president who saved thousands of dollars by cutting the costs 
of examining loan applications, only to lose, as a result, millions of 
dollars in defaulted sae would not be considered either an efficient 
or a prudent manager. The same principle applies to insurance. Ad- 
ministrative and operating expenses must be considered in relation- 
ship to the total amount of risk being assumed in connection with a 
cae 9 The costs and the number of employees of the Federal 

ome Loan Bank Board and the Insurance Corporation have de- 
creased drastically in proportion to the assets of member and insured 
associations. In 1946, for example, the Board had 32 examiners per 
billion dollars of assets; in 1956, it has less than 12 examiners per 
billion dollars of assets. In 1946, tthe Corporation had about 14 
employees per billion dollars of potential liability; in 1956, it has less 
than 3 stnplisrees per billion dollars of potential liability. This is not 
to suggest that the costs of Federal supervision should be in direct 
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ratio to the amount of assets and potential liability, but that some 
increase is warranted by the tremendous expansion and would not 
place an unfair burden on the industry. The modest increase result- 
ing from the reorganization will be more than offset by the economies 
which will be obtained through the more effective protection of the 
Government’s and the industry’s very large financial stake in the 
insurance program. 

It would appear to be a simple act of prudence to relieve the officials 
charged with responsibility for the soundness of the insurance pro- 
gram from other important and possibly conflicting responsibilities. 

Furthermore, the reorganization will directly benefit the insured 
institutions and the holders of insured accounts by promoting con- 
tinuing public confidence in the savings and loan insurance program. 

I urge that H. Res. 541 be disapproved and that Reorganization 
plan No. 2 of 1956 be permitted to go into effect. 

Mr. Chairman, certain questions have been raised in the Congress 
and I would like your permission—it is only just a page and a half— 
to read the questions and our comments on them. They are purely 
techiiical questions, and possibly answering them might make the rec- 
ord clear. I haven’t covered them in my prepared statement. First, 
it has been stated that the reorganization plan does not accomplish 
any of the purposes for which reorganization plans may be prepared 
and transmitted to the Congress under the Reorganization Act of 
1949, as amended. 

My answer is, that the purpose of the plan is to improve the man- 
agement of the Federal Savings and Loan Insurance Corporation and 
to provide for better execution of the laws relating to insurance of 
share accounts by vesting management of the Corporation in a separate 
board of trustees with no conflicting responsibilty. The plan accom- 
plishes, for example, the purposes specified in section 201 of the Re- 
organization Act: 

To promote the better execution of the laws, the more effective management 
of the executive branch of the Government and its agencies and functions, and 
the more expeditious administration of the public business, 

Second, that the plan would create an additional agency. The plan 
merely changes the management of the existing Savings and Loan 
Insurance Corporation and does not create a new corporate entity. 

The third statement, that no term of office is specified for trustees, 
even though the Reorganization Act prohibits increasing the term of 
office beyond that provided by Jaw for such office and in no event in 
excess of 4 years. My comment is that section 4 of the Reorganization 
Act provides that a plan— 
may include provisions for the appointment of compensation of the head and 
one or more other officers of any agency. 

The act further provides that the head so provided for may be an 
individual or a commission and that in the case of such appointinent, 
the term of office shall not be fixed at more than 4 years. No plan may 
increase the term of office beyond that provided by law for such office. 

Now, the offices of trustee of the Federal Savings and Loan Insur- 
ance Corporation are new offices created under the plan. Therefore, 
the section of the Reorganization Act prohibiting an increase in the 
term of an existing office beyond that already established by law is 
inapplicable. 
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The Reorganization Act does not require in the case of new offices 
created by a plan that a term of office be established, but merely au- 
thorizes the President to provide for a term of office not in excess of 
4 years when such a provision is considered appropriate. It may be 
noted that no term of office is specified for the directors of such Gov- 
ernment corporations as Commodity Credit Corporation, Export- 
Import Bank, Federal Crop Insurance Corporation, Federal National 
Mortgage Association, Panama Canal Company, and others. 

The fourth statement is that section 3 (b) of the reorganization plan 
providing that the insurance corporation shall be subject to the direc- 
tion and control of the President of the United States would require 
the President to ratify the acts of the Board of Trustees of the Federal 
Savings and Loan Insurance Corporation. 

My comment is that that section merely emphasizes that the Corpo-: 

ration shall not be subject to the control and direction of any official 
or agency of the executive branch other than the President. It in no 
way bypasses or impairs the authority of Congress. Even in the 
absence of such section 3 (b), the author ity of the President as Chief 
I:xecutive would extend to the Insurance Corporation, in the same way 
that it does to all other executive-branch agencies. 

Section 3 (b) does not require the President to ratify the acts of 
the Board of Trustees or in any other way to become involved in the 
detailed affairs of the Federal Savings and Loan Insurance Corpora- 
tion. 

I thank you. 

Chairman Dawson. Mr. McComack 

Mr. McCormack. No questions. 

Chairman Dawson. Mr. Brown—— 

Mr. Brown. Yes, Mr. Chairman. First of all I would like to com- 
ment that I appreciate the fact that a great deal of concern has de- 
veloped over the country among various building and loan asso- 
ciations as to the content and purpose of this reorganization plan 
No. 2 as submitted by the President. 

Next, I would like to mention that while the plan submitted by 
the President is not on all fours with the recommendation of the 
Hoover Commission, it does follow in sum and substance those 
recommendations. 

Next, I would like to say that I, too, have received many com- 
munications from my friends in the various loan associations of 
Ohio and the Midwest sector. I have also received a communica- 
tion from the United States Savings and Loan League and a copy, 
as I presume most of the members ‘of this committee have received, 
a copy of the letter of the president of the United States Savings and 
Loan League to President Eisenhower. I have also received copies 
of letters addressed to the Committee on Banking and Currency of 
the House of Representatives by other savings and loan assoc iations 
in favor of the plan. 

I don’t know why they were sent to me. I also have received 
a copy of a telegram which was sent to Mr. Dryer, the head of the 
United States Savings and Loan League, protesting against the po- 
sition taken by the League in opposition to this reorganization plan 
and attached thereto is a copy of the list of persons to whom Mr. 
Morton Bodfish—he was the man who first signed this protest— 
Mr. Bodfish sent copies of his protest to Mr. Dryer, and lo, the very 
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first name on the list of copies sent was Mr. Spence, chairman of the 
House Banking and Currency Committee. I do not know Mr. Bod- 
fish. I think for years he was head of this same Savings and Loan 
League. He may have been in some other organization. I know 
he is quite active in Capitol Hill in connection with various housing 
bills and lending agencies and so forth. 

I would also like to state for the record if I had been drafting 
this reorganization plan I would not have written it exactly as it 
appears here. However, I do think that there are some facts that 
we ought to bring out because this is a serious problem in my opinion 
as to what is to be done about the present situation. 

First, let me say that I have had considerable experience in legis- 
lative matters and am rather practically minded and I think I know 
the effect that messages received on Capitol Hill will have on this 
proposal when it hits the floor of the House, but I do feel that we 
ought to simply go into it rather seriously because regardless of 
what the House does on this particular reorganization plan or the 
other body either, some attention sooner or later will given to 
this problem and must be given. 

If I understand Mr. Brundage correctly, and I want to ask him 
a few questions as I jot them down here, some are his remarks and 
some were made yesterday. 

You stated on page 2 of your statement that the surplus and re- 
serves of the Federal Savings and Loan Insurance Corporation have 
decreased from 1.2 percent to 0.6 percent of insured liability since 
1946; is that correct? 

Mr. Brunpace. That is the proportion. You see, the relation of the 
capital reserves to the insured liability has gone down. The totals have 
gone up but the insured lability has gone up much more rapidly. It 
is just like a bank that starts in with a hundred thousand dollars capi- 
tal and then it starts to—— 

Mr. Brown. Well, isn’t it the usual procedure for any insurance 
company to build up its reserves as its liabilities increase, instead of de- 
creasing the reserves or letting them drop down in relationship to the 
total liability. 

Mr. Brunpace. I think it is desirable, yes, sir. 

Mr. Brown. May I ask you this question? If a corporation does not 
build up its reserves during the boom period which we have had, 
when it would have few if any losses, when, in your opinion, can it be 
expected that the reserves will be built up ? 

Mr. Brunpace. I think they should be built up in boom periods, 
Mr. Brown. 

Mr. Horirretp. Will the gentleman yield on that point? 

Mr. Brown. Yes, just for a question. I don’t want you to take over 
the examination. 

Mr. Hottrretp. You proceed, then, and I will question at my own 
time. 

Mr. Brown. If I am correct and understood your testimony prop- 
erly, the Federal Deposit Insurance Corporation, which is an en- 
tirely separate operation from any other operation, maintained in- 
sured liability ever since 1945 at a ratio of 1.4 percent to its liabili- 
ties, while the reserve in the Federal Savings and Loan Insurance 
Corporation has gone down from 1.2 to 0.6 percent. Is that correct? 
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Mr. Brunpace. The second part of your statement is correct. I 
don’t happen to have the FDIC figures here, but I believe that is about 
right. 

Mr. Brown. Let me ask you whether or not in your opinion, in view 
of the fact that the assets of these loans consist mainly of insured and 
unrealized insured mortgages, if the Insurance Corporation is not 
taking a greater risk than the FDIC which has a larger spread on 
collateral of a different type. 

Mr. Brunpage. At the present time, it does, yes. 

Mr. Brown. This is the $64 or $64,000 question 

Mr. Fascetx. $64 million question. 

Mr. Brown. You may be more right than you think you are, Mr. 
Fascell. If the Federal Savings and Loan Insurance Corporation 
should ever get into a situation where it cannot pay its accumulated 
claims from its accumulated insurance and reserves, and that is what 
we referred to a moment ago, won’t the taxpayers of the United 
States, including those in my own district, be called upon to meet those 
losses ? 

Mr. Brunpace. That would be the effect. 

Mr. Brown. In other words, we have a stake of $31 billion— 

Mr. Brunpace. That is right. 

Mr. Brown. That we have guaranteed to pay if the Insurance Cor- 
poration would pay the losses in case we should have a recession or 
depression, or downturn in business activity or real-estate values, or 
whatever you wish to call it. Now, you have an outstanding reputa- 
tion, Mr. Brundage, or did have, when you came to Washington. 
Usually most of us leave Washington without much reputation. You 
may be the same as the rest of us, but at least when you came here you 
had a reputation as an outstanding certified public accountant, one of 
the leading men in that field in America. As a public accountant, 
would you be willing to certify that a system which placed respon- 
sibility for promotion, chartering, and insurance underwriting on the 
same individuals, provided adequate protection to the Government and 
the industries end deposits and taxpayers; in other words, the people 
that will promote these things also run the insurance end of it. 

Mr. Brunpace. I don’t think that is sound management; no sir. 

Mr. Brown. And you, of course, have not made any study yourself 
of the various loan associations. Now, there are many fine ones and 
then there are some that may not be so good, I don’t know. I recall 
back in the thirties, when I was a State official in Ohio, that we had 
quite a number of these associations that got into serious financial 
trouble and it created a great problem; not only for the State, because 
they were chartered in the State at that time, but for the Federal 
Government, too, because people were losing their homes and of course 
none of us want that, regardless of what we may think about any reor- 
ganization plan or anything else; and I don’t think any building and 
loan official wants that. I think they are just as interested in the 
safety of the money that the depositors have and the financial sound- 
ness of the institutions as they can be, but do you think a life insurance 
company, for instance, should permit its salesmen to also give the 
medical examination and pass on whether the person he is selling the 
life insurance to is going to get the policy ? 

Mr. Brunpace. No. This conflict of interest theory, of course, is 
very important in Washington, and maybe we get too much concerned 
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with it because it is continually brought wp in Congress and the press, 
but I think it is important to bear in mind. 

Mr. Brown. You feel that there is a conflict of interest there be- 
tween the board and the corporation ¢ 

Mr. Brunpacr. There is a possible conflict of interest, very defi- 
nitely. 

Mr. Brown. And of course we have been very zealous in this com- 
mittee about conflict of interest between Government employees and 
dollar-a-year men, and WOC’s, and so forth. It is certainly my 
opinion that there is no intention on the part of the President, who 
submitted this plan, or the Hoover Commission, which made the rec- 
commendation on which the plan was partially based, to do anything 
which in any way would injure—but only to strengthen—the building 
and loan associations of the country. 

Mr. Brunpace. That is what we are trying to do. 

Mr. Brown. Now, if I am to become convinced, as this hearing 
develops, that this would be injurious to the building and loan associa- 
tions of the country, to the depositors, and to the people who have 
borrowed money from these lending institutions, then I, too, would, 
of course, support a resolution to reject the plan; but I do feel, Mr. 
Chairman, that we should try to bring out all of the facts we can in 
this connection, as to what is the best for all concerned. 

I thank you for your time. 

Mr. Brunpace. I would like to say, Mr. Brown, that I am a strong 
believer in savings and loan associations. I have invested my own 
money in them and borrowed money from them and I honestly believe 
that this will be a strengthening factor and that is why we have 
proposed it. 

Mr. Brown. And I want to be able in my old age to get. back the 
money that I have deposited in those loan associations. I feel that I 
will from the ones that I have selected, but I have seen some activities 
by some of these associations that would make me just a little careful 
about depositing with them, because of their high rate of interest, for 
instance; or perhaps their lending policies, in my opinion, might 
not be conservative enough; so there is a question involved there, too, 
that we all have an interest in. I presume most of the Members of 
Congress are interested, in one way or another, in these institutions; 
and at all costs, regardless of anything else, we must try to keep them 
sound and do only that which is in their best interest and the best 
interests of the people, generally, who deposit or who borrow. 

Chairman Dawson. Mr. Jones. 

Mr. Jones. Mr. Brundage, has the Bureau of the Budget prior to 
the submission of the Reorganization Plan No. 2 ever taken an official 
position on the Hoover’s Commission’s recommendations on the sub- 
ject? 

Mr. Brunpace. We have been analyzing all of the Hoover Com- 
mission recommendations, our management organization has been 
going over them and we have reported on each one of them. I don’t 
know whether we have taken any position on it. 

Mr. Jones. Has the Bureau of the Budget ever transmitted to any 
of the committees of the Congress their official position with respect 
to the recommendations of the Hoover Commission on reorganiza- 
tion of this particular agency ? 
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Mr. Brunpage. I think this is the first. I am not familiar with 
them. 

Mr. Finan. I don’t recall that we have. 

Mr. Jones. Has the Bureau of the Budget ever been called upon 
to concur in any statement made by an official of the administration 
with respect to the reorganization proposal as presented by the 
Hoover Commission ¢ 

Mr. Brunpace. Not to my knowledge. 

Mr. Jones. Do you know whether or not the Bureau of the Budget 
ever examined the statement made by Administrator Cole of the 
Housing and Home Finance Agency before the House Banking and 
Currency Committee last year, at which time Mr. Cole testified that 
the administration believes—I quote the statement of the Administra- 
tor—“this administration believes in sensible, effective, efficient organi- 
zation of the executive branch of the Government.” 

“This means among other things the grouping of related programs 
and activities into a reasonable number of major personnel, depart- 
ments and agencies, supervision and coordination of related policies 
and activities and simplification of the administrative burden of the 
Chief Executive by holding down the numbers of agencies reporting 
directly to him. The administration believes that new independent 
agencies reporting to the President should be created only upon the 
showing of the clear and compelling reasons for such action and there 
are persuasive advantages to be derived from them. During 2 years 
as Administrator, I have heard a great deal of discussion of inde- 
pendent status of bank boards and I must say frankly that no such 
compelling reasons or persuasive advantages have been pointed out to 
me.” 

Did the Bureau of the Budget either communicate or participate 
in the formulation of the policy which was enunciated by Administra- 
tor Cole with respect to the subject. we are dealing with now as testified 
to before the House Banking and Currency Committee last year? 

Mr. Brunpace. It didn’t come to my attention. Mr. Finan is the 
head of that division, the Assistant Director. Maybe he knows. Do 
vou know ? 

Mr. Finan. That particular bit of testimony did not. I believe 
that was testimony before one of the committees of the House at. a 
hearing held quite early after the Hoover Commission had started 
making its reports and after it had made its report on lending agencies. 
This committee, the House Government Operations Committee, in par- 
ticular, immediately following the filing of the Hoover Commission 
reports with the Congress, asked the views of a number of executive 
agencies on certain of the reports. That was also true, in the case 
of the lending agencies report, of the House Banking and Currency 
Committee. The executive branch had all of these reports, including 
the several hundred recommendations, under intensive study but had 
not formulated a position regarding them. 

In the interest, however, of letting these committees at least have 
the preliminary views of the agencies on the recommendations as 
quickly as possible, we adopted the policy of clearing any agency 
comments on the individual Hoover Commission recommendations, but 
of requiring the agency to state in its report that those comments 
did not reflect the views of the administration and that they were not 
a commitment on the part of the agency with respect to its position as 
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to any legislation that might be introduced to carry out that particular 
recommendation. 

In other words, very frankly, we were on the horns of a little bit of 
a dilemma. Do we hold up agency reports where the committees 
obviously would like to get hen as quickly as possible or do we clear 
agency reports despite the fact that the policy issues involved are 
still under consideration and have not been resolvent In the interest 
of what we considered the most orderly procedure, we decided to clear 
the reports but to indicate the situation in which the clearance was 
granted by that special language and that appeared on all of the 
reports that were made to all of the congressional committees. 

Mr. Jones. Do you know whether or not Administrator Cole con- 
curs in the statements made by the Bureau of the Budget Director here 
this morning? 

Mr. Brunpaee. I haven't consulted him, myself. I don’t know. 

Mr. Finan. We haven’t consulted Mr. Cole regarding the precise 
statements the Director made. We do have the views of the Housing 
Administrator on this particular recommendation when they were 
finally and officially formulated and Mr. Cole does support this par- 
ticular recommendation. I believe Mr. Cole, within the last week has 
so advised this committee formally ina report. I think this committee 
has a report from Mr. Cole to that effect. 

Mr. Jones. That is all, Mr. Chairman. 

Chairman Dawson. Is the Bureau of the Budget responsible for his 
changing his attitude? 

Mr. Finan. Not tomy knowledge, Mr. Chairman. 

Chairman Dawson. In 1955 we asked his opinion about the Hoover 
recommendations and got a letter from him on May 23, 1955. On rec- 
ommendation No. 4, that no person be permitted to serve as a member 
of the Home Loan Bank Board and the Federal Savings and Loan 
Bank Insurance Corporation, this is his response: I do not agree that 
the Home Loan Bank Board should be separate and distinct from a 
board or other managerial bodies administering the affairs of the 
Federal Savings and Loan Insurance Corporation. Both the Home 
Loan Bank Board and the Federal Savings and Loan Insurance Cor- 
poration are concerned with the operations of savings and loan asso- 
ciations and the existence of two boards could result in conflicts of 
policies and confusion in the industry. Furthermore, such organiza- 
tion would be made less economical than the present one wherein the 
HLBB and the FSLIC have common administrative services, utilize 
the services of one examining division, and accumulate jointly knowl- 
edge and information about the industry as a whole and about the 
operation of specific savings and loan associations. That is the end 
of Mr. Cole’s statement. They cleared that with you then, didn’t they ¢ 

Mr. Frnan. Yes, sir; under the conditions that I have just described. 
Subsequently, I think you will recall, Mr. Chairman, Mr. Oakley 
Hunter, of the Housing and Home Finance Agency, and not too long 
after that report was filed, in testifying before this committee, indi- 
cated that the Agency had that particular comment under reconsid- 
eration and were likely to change it. They subsequently did. If I 
may be permitted, Mr. Chairman, I would also like to observe that 
there are two quite significant differences between the proposal upon 
which HHFA originally commented and the matter which is cur- 
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rently before this committee, namely, at the time that comment was 
made the Home Loan Bank Board was a constituent of the Housing 
and Home Finance Agency and not an independent agency reporting 
to the President. 

Secondly, that recommendation involved the complete separation of 
the insurance corporation and the Federal Home Loan Bank Board. 
If you will observe a number of those original comments of the 
Housing Administrator ran to the possible conflict in policy that could 
grow out of the total separation of the two agencies. This reorgani- 
zation plan does not provide for the total separation, but provides for 
the overlapping membership on both boards of the Chairman of the 
Federal Home Loan Bank Board. 

Chairman Dawson. Pardon me, you may proceed, Mr. Jones. 

Mr. Jonss. Well, I don’t understand you to say that both the posi- 
tion taken by Mr. Cole last year and the letter the chairman just 
read are to be reconciled with your statements here this morning. 
Is that what you say? I don’t follow you. 

Mr. Finan. I made two observations. One is that Mr. Cole’s cur- 
rent views are totally different from the views reflected a year or so 
ago. 

Mr. Jones. Well, that is what I wanted to inquire about. 

Mr. Finan. And secondly that Mr. Cole’s views currently relate 
to quite a different situation than he was commenting upon more than 
a year ago. 

Mr. Jones. Well, they were the fundamental —— involved, 
weren’t they? What is so radically different about this than the 
general recommendations of the Hoover Commission itself? There 
is not too great a difference, is there? The basic problems are prac- 
tically the same? 

Mr. Finan. Well, the first related to a comment by the Housing 
Commissioner regarding the question of whether it was necessary to 
separate two constituents of his own agency. 

You are now talking about the question of dealing with an inde- 
pendent agency. Also, the first recommendation called for the com- 
plete separation. You are now bringing about a situation in which 
the separation is compensated for by a common membership on both 
boards of the Chairman of the Home Loan Bank Board. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascetu. May I inquire, Mr. Chairman? 

Mr. Brundage, you made some statements with respect to reserves 
in here and left an inference that I think ought to be straightened 
out here. Under the present law is a requirement placed on the insur- 
ance corporation for reserves ? 

Mr. Brunpaee. I don’t think there is any amount as a percentage 
specified. 

Mr. Fascetu. Do you have any different amount that you as an in- 
dividual think ought to be kept ? 

Mr. Brunpace. Well, I think in any banking operation, you should 
have an increasing—— 

Mr. Fasce.u. We are not talking about a banking operation now. 
We are talking about a mutual trust fund. 

Mr. Brunpace. Well, it is an insurance corporation. 

Mr. Fasce.x. Well, there is a difference. 
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Mr. Brunpace. And the insurance corporation, the risk which the 
insurance corporation has, depends on the reserves in back of the bank- 
ing corporations, the loan corporations. 

Mr. Fasceix. How are the reserves created in this case? 

Mr. Brunpace. Well, it is either by capital or by earnings, set aside 
out of earnings. 

Mr. Fascexi. Of the insurance corporation. 

Mr. Brunpace. Not the insurance corporation. I am talking about 
the-reserves in back of the whole operation. It isn’t only the insur- 
ance corporation surplus and reserves that are protection. It is the 
assets of all of the corporations of the Home Loan Bank Board and 
of the savings and loan associations. They are all related to the 
protection of the Government. 

Mr. Fasceti. What you are saying now is that all of the assets of 
the member institutions go toward the satisfaction or the creation of 
a reserve to satisfy any liability ? 

Mr. Brunpace. No; the reserves of the savings and loan associations 
would first be used up but that is a protection to the insurance cor- 
poration and to the Government. 

Mr. Fascery. Well, you don’t mean to infer then that because of 
this reduction from 1.2 to 0.6 that there is some dangerous situation 
existing ? 

Mr. Brunpbace. No. 

Mr. Fascexu. I didn’t think you did. 

Mr. Houtrrerp. Will my friend yield ¢ 

Mr. Fascetyi. Iam happy to. 

Mr. Horirieip. As you have testified, the first asset to be claimed is 
the reserves of the member associations. Then they go to the Cor- 
poration for any additional guaranty of the deposits in the savings 
and loan associations. 

Mr. Brunpace. That is true. 

Mr. Houirte.p. But isn’t it true that the formula for guaranteeing 
the payment of claims depends upon the basic statute which provides 
that $750 million can be borrowed by the Corporation from the Treas- 
ury to pay such claims if they do occur. And it does not rely on such 
0.6 percent of the insured liability reserve which is accumulated by 
the Corporation. 

Mr. Brunpace. Well, they can call on it, ves, but it is a situation 
where the Cor poration? s own capital and reserves are declining in 
proportion to the total. 

Mr. Houirtetp. That is true, but it was never the contemplation of 
the Congress that that should be the guaranty of the savings and loan 
association deposits. The C orporation’ s capacity to borrow from the 
Treasury is the thing that we depended upon to back up the reserves 
which are accumulated in the individual or ganizations. 

Now, a further question 

Mr. Brunpace. But that is also calling on the taxpayer in bor- 
rowing from the Government. 

Mr. Hotirtevp. But there is no requirement for the Corporation 
to accumulate, as Mr. Fascell said, a cushion between the reserves 
accumulated for that purpose and the association’s capacity to borrow 
from the Treasury. 

Mr. Brunpace. Except that its reserves come out of earnings and 
us far as its proportion of reserves out of earnings decreases in rela- 
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tion to the contingent liability there is more risk to the Government. 
That is what I was trying to point out. 

Mr. Houtrrevp. All — Now another factor which has caused 
the reduction of the 1.2 percent to the 0.6 percent in the Corporation 
has been the rapid chartering of institutions in the last 10 years with- 
out an opportunity for those rapidly chartered institutions, with 
their huge deposits, to contribute to this. 

Mr. Brunpace. That is exactly what 1 was trying to bring out, 
that the development has-been so rapid that I think it is approaching 
2 point where we ought to be careful. 

Mr. Horirtevp. But there is nothing in this reorganization plan 
which obligates the Corporation to do what you think it ought to do, 
which is to increase the Corporation reserves / 

Mr. Brunpace. Well, it provides for a separate board to have the 
responsibility for considering these things. 

Mr. Horii. But a board alre: ady has that responsibility. 

Mr. Brunpace. But it is the same board that charters the savings 
and loan association. 

Mr. Houirretp. That has nothing to do with the problem. The 
problem is whether it is the same board or a different board. The 
problem is still before a board of three men. The point I am making 
is they can do what you suggested under the present arrangement 
just as easily as they could do it under the new arrangement if they 
so desired, and if it were the administration policy for them to do it. 
Is that not true? 

Mr. Brunpace. It is just an additional protection, | think, in a situ- 
ation that is getting a little more risky. 

Mr. Houtrieip. We are not disc ussing the merit of your suggestion. 
We are discussing whether they can do it under the present arrange- 
ment as well as under the new arrangement. 

Mr. Brunpace. The Board can; yes. 

Mr. Hortrievp. I believe you agree that they can. That is all. 

Mr. Fasceti. You are not suggesting, Mr. Brundage, that the re- 
serves be increased. 

Mr. Brunpace. Well, I am not at the moment. 

Mr. Fascetn. That is not what your statement says. Your state- 
ment makes as a point for the adoption of the reorganization plan 
the fact that there has been a reduction in reserves, leavi ing an infer- 
ence thereby that there is something wrong that will be corrected by 
this reorganization plan. 

Mr. Brunpacr. W ell, what I intended to point out was that it is an 
additional reason, it seems to me, to have a separate independent board 
considering these problems, that is all. 

Mr. Fascert. That may be true, but the point is this: If something 
is wrong with the reserves, why doesn’t the administration do some- 
thing with the present Board to make a change in the reserve picture ? 
Why create a new one? 

Mr. Brunpacr. Well, I think that the Board presumably is the 
same board that made these loans, made these advances, that chartered 
these savings and loan associations, and that by introducing a new 
element into it, it would receive more careful consideration. IT ean’t 

say from here as to whether this is too low or not, but I think that 
somebody on the spot charged with that responsibility ought to be 
considering it, that is all. 
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Mr. Fasceui. And you don’t think they are doing it now? 

Mr. Brunpace. Well, I assume that they must be doing it, but I am 
just providing a little extra protection. This isn’t an earth-shattering 
plan. It is just a little extra protection. 

Mr. Fasce.u. All right, sir; another one of your sales points is the 
fact that you point out that the examiners have been reduced in rela- 
tion to the total amount of liability. That is what you said in your 
statement. It now has less than 12 examiners per billion dollars 
of assets. 

Mr. Brunpace. In proportion. 

Mr. Fasce.tu. As against the 32 examiners per billion dollars of 
assets from 1946 to 1956. Do you think we ought to have more exami- 
ners. 

Mr. Brunpace. Well, it looks to me as if the business has been 
going up more rapidly than the organization to handle it. That is all. 

Mr. Fasceti. Well, why doesn’t the administration tell the present 
Board to hire more examiners then ? 

Mr. Brunpage. Well, it is an independent board. 

Mr. Fascetn. It is? It is not subject to the control and jurisdiction 
of the President ? 

Mr. Brunpage. It isa Board responsible to the President, but unless 
there was some obvious danger I don’t think that the President would 
interfere. 

Mr. Fasceit. Has anyone suggested they should hire, the Bureau 
of the Budget or anybody suggested that more examiners should be 
hired ¢ 

Mr. Finan. This has been under very active discussion within the 
board, as I understand it, now for a year or so. 

Mr. Fascetzi. That is within the Board itself. 

The point is you don’t meam to leave an unfair inference that there 
are insufficient examiners to do the job at the present time? 

Mr. Brunpace. No. 

Mr. Fascetz. Nor do you wish to leave the inference that. more 
examiners couldn’t be hired to do the job under the present situation ? 

Mr. Brunpace. That is right. 

Mr. Fascretn. Now, you state that this is an independent agency 
not subject to the jurisdiction of the President, and yet section 3 (b) 
of the Reorganization Plan No. 2 of 1956 makes a very specific point 
of saying that it shall be under the direction and control of the Presi- 
dent of the United States, this new board. 

Now, in your statement you say that they already had the juris- 
diction anyway, so I ask you if they do, why is it necessary to put 
section 3 (b) in there? 

Mr. Brunpace. I think that is merely clarifying the situation. 

Mr. Fasceit. Well, it sure is, because you testified a moment ago 
that this was an independent agency, but section 3 (b) makes it very 
clear that all matters under the jurisdiction of this new Board of 
Trustees shall be subject to the direction and control of the President, 
which as you have previously stated, is not the case now. So this 
does contemplate a change. 

Mr. Brunpaep. Well, it will report independently and at present 
it is the same thing, the Home Loan Bank Board and the Insurance 
Board are the same thing. There isn’t any insurance board and this 
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is setting up an insurance board, and in doing that it is making it 
clear that its responsibility is to the President and not to the Home 
Loan Bank Board. 

Mr. Fascecu. Don’t you think if there was any question as to 
whether or not that section constituted a delegation of authority, 
which authority does not now exist, that it would be better to delete 
it from the plan? 

Mr. Brunpace. I would have to reread it again to see if it would 
be covered anywhere else. Do you know, Mr. Finan? 

Mr. Finan. I am not sure that I understand that question. If I 
understand it, Mr. Fascell, you are raising primarily a legal ques- 
tion here that may be a matter for the Attorney General. 

Mr. Fascens.. Well, it may be, but it is also a matter for our con- 
sideration to determine whether or not there is a change in authority 
contemplated by this plan. So right now, at this point, we have this 
situation, as I understand the testimony: Mr. Brundage says the 
present organization is an independent agency, not subject to the 
direction and control of the President, but reporting for administra- 
tive purposes. 

Mr. Finan. To begin with, I didn’t understand the Director to say 
that the agency was ‘independent to that extent. The Federal Home 
Loan Bank Board was originally created, as you know, as a regula- 
tory body and it was primarily, I would assume, although that was 
many years ago, that it was in recognition of that that it was placed 
under a board of a bipartisan character and with fixed, overlapping 
terms. 

Now, only to that extent is the Federal Home Loan Bank Board 
whatever is meant by “independent.” In other words, there are limi- 
tations on the President as to the appointment of members to that 
Board, the length of terms of their office, and by reason of the over- 
lapping of those terms of offices, the President could not effect an 
immediate turnover in the Board. 

To that extent the Board is what is generally what we mean when 
we refer to an independent board or independent commission. 

Mr. Fascertt. Thank you. That makes the meaning of section 3 
(b) clear. Because it eliminates that restriction and allows the 
President to do whatever he wants to with respect to this Board of 
Trustees, and that is the purpose of the section; isn’t it? 

Mr. Finan. I don’t want to answer that question “Yes” or “No” 
because it is a long, complicated question ; but let me answer it this 
way: There is no doubt that the Board of Trustees of Federal Savings 
and Loan Insurance Corporation under this plan will be a different 
type of board from the Board of Directors of the Federal Home 
Loan Bank Board, in the sense that the two members of the Board 
serve completely at the pleasure of the President. 

Mr. Hortrterp. Well, let’s get this very clear for the record now. 
Members of the Home Loan Bank Board are appointed for terms of 
4 years, but subject, of course, to the advice and consent of the Senate. 
They cannot be removed from that office exc ept by cause. They have 
complete independence as far as that point is concerned. That is 
carried over to the Savings and Loan Insurance Corporation Board 
by virtue of the fact that the same people serve on both boards, so 
they, therefore, have that same independence. 

79534—56——3 











28 REORGANIZATION PLAN NO. 2 OF 1956 


Now, by your section 3 (b), you take away that independence 
because there is no set term of years for them to serve. There is no 
staggering of terms. They serve at the pleasure of the President. It 
also puts under the President the control of all matters under the 
jurisdiction of the Board of Trustees. 

If the President should desire a certain regulation by this Board of 
Trustees, all in the world he would have to do is to send down a letter 
and they would have no independence of action. They would be 
completely subservient to the President’s letter, whether it was good 
or bad. If it happened to be, in their best judgment, bad for the 
industry, they would be, if the President wanted them to be, under 
pain of dismissal and replacement by reappointment of a new board 
if they declined to go along with the President’s admonition. Al- 
though they are the ones that know more about the industry than an 
outside source. 

Is that not true? That situation could exist. I am not saying that 
it will, but it could exist. In view of the fact that they are not ap- 
pointed for set terms of years, they are susceptible to political pres- 
sure, to lay it right on the table; is that not true? 

Mr. Finan. I would not agree, Mr. Holifield, that this means they 
are susceptible to political pressure. 

Mr. Houirterp. All right, I will change the word “political” and 
say they are susceptible to pressure from the President’s office, which 
can override their independent judgment. 

Mr. Finan. I would prefer not to answer that question, stated in 
terms of “pressure.” 

Mr. Hortrrerp. Well, I didn’t want to put you in an embarrassing 
paenen. I think the record can stand with my question changed 

rom a question to a statement. 

Mr. Brunpace. I think this was taken from one of these other 
boards. 

Mr. Hotirtevp. I am sure it was. It was taken from somewhere. 

Mr. Brown. From the past, which I remember quite well. 

Mr. Fasceti. Now, Mr. Brundage, getting back to your statement, 
you answered the question that there will be no duplication of such 
supervision and examination and careful analysis of the assignment 
of functions between the Corporation and the Federal home-loan bank 
as ao by the plan—these are your words. 

ow I am questioning that statement as provided by the plan. 

Mr. Brunpace. What page is that? 

Mr. Fascett. Page 4 of your statement right now, and on page 4 
of the Reorganization Plan No. 2. Section 2 of the reorganization 

lan deals with the transfer of the functions in broad general terms. 

ut section 4 says as the Director of the Bureau of the Budget shall 
determine to relate primarily to the Corporation or to its functions 
dealing with the division of assets, liabilities, contracts, commitments, 
property, records, personnel, unexpended balances of appropriations, 
allocations of other funds, including authorizations, and then if that 
isn’t enough, it says the functions transferred to the Board by the 
provisions of this reorganization shall be transferred from the Board 
to the Corporation at such time or times as the said director shall 
direct, meaning the Bureau of the Budget, which means that the func- 
tions may be delineated and transferred personally, whenever in the 
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discretion of the Bureau of the Budget, under this reorganization 
plan it sees the necessity or the desirability of doing so and, therefore, 
you delineate in your statement what the Bureau of the Budget now 
thinks these functions are that should be in the Board and what they 
should be in the Corporation, but they are not in the plan; are they ? 

Mr. Brunpace. Well, I think I can’t find that particular phrase 
that you are quoting from. I think the plan—— 

Mr. Fasceti. Well, I am quoting from the top of page 4. 

It has been contended that the reorganization will result in duplicate Federal 
supervision and examination of savings and loan associations, duplicate report- 
ing, and conflicting regulations. Careful analysis of the assignment of func- 
tions between the Corporation and the Federal Home Loan Bank Board, as pro- 
vided by the plan, will demonstrate that these contentions stem from a mis- 
understanding of the plan. 

Then you go on to delineate the division of the responsibilities in 
your statement as between the Board and your Corporation, but the 
delineation is not made in the plan itself, is it, Mr. Brundage? 

Mr. Brunpace. In part; yes. In part it is left to the Board and to 
the Bureau of the Budget. 

Mr. Fascetu. Well, they are made in part in the organization plan. 

Mr. Brunpaes. That is right. 

Mr. Fascetz. But the details of the provision are laid down in your 
statement ; are they not ¢ 

Mr. Brunpace. These details are intended to cover what is pro- 
vided in the plan plus the alternatives. 

Mr. Fasceti. Yes; but they are an answer to the argument that 
there would be duplication of the functions of supervision and exam- 
ination and your conclusion is that there would not be because this is 
the way the functions would be divided and this would be the respon- 
sibility of the Board and the Corporation. 

Mr. Brunpace. I think that there would not be because there need 
not be and I can’t conceive why they would want to duplicate. 

Mr. Fascetn. At any rate, isn’t it true, however, that while vou said 
that in this statement, under the plan you could change all of that any 
time you got ready ? 

Mr. Brunpace. I don’t think so,no. This deals—— 

Mr. Fasceti. Well, if you say no, what does this mean ? 

Mr. Brunpace. This deals with the transfer in order to expedite it 
and simplify it. This is legal language to put in effect a very simple 
plan. 

Mr. Fasceti. Well, now if you say you don’t think so, where do you 
find in the reorganization plan that the new insurance corporation 
shall not have the right to set up completely separate examinations 
and supervisions and inspections. Where does it say that in here? 

Mr. Brunpace. That they shall have the right ? 

Mr. Fascetx. Shall not have the right to do that. 

Mr. Brunpaee. It isn’t provided. 

Mr. Fascety. Then they can do it? 

Mr. Brunpace. They could if they wanted to, I suppose. 

Mr. Fascety. Except that the Bureau of the Budget under this 
plan can delineate the Pinctitite 

Mr. Brunpace. We will attempt to help the board and its staff to 
work out the simplest and most effective way of giving the necessary 
examinations and protection and independent review. 
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That was the purpose of putting this language in. 
Mr. Fasceti. And that is the reason you have delineated in your 
statement the possible alternatives that could eliminate duplication 
and what not. Now, this presupposes therefore that there could be 
duplication, because you say it can be eliminated if you do these things. 
Mr. Brunpace. It presupposes that there will be a desire on the 
ve of the Board to work it out as simply and economically as possi- 
le, with the control features which we are providing for. 

Mr. Fascetzn. Well, don’t you think it would be a bad thing for 
management, and the industry to be subjected to two examinations, 
two inspections, both of which are related to the same ultimate desire, 
which is the soundness, financially of the institution. 

Mr. Brunpace. Well, I would certainly oppose a duplicate exam- 
ination in the same year unless there was some special circumstances 
that called for it; yes. 

Mr. Fascett. Well, now, what would happen under the proposed 
plan if the Board of Trustees and the Home Loan Bank Board reached 
no interagency agreement ? 

Mr. Brunpace. Well, I can’t imagine that they would not agree 
because they have to work together. 

Mr. Houtrretp. Will the gentleman yield on that point? 

Mr. Fascetu. I will yield. 

Mr. Hotirietp. Now, it hardly can be imagined, but it has happened. 
I call your attention to the case of the Board of Governors and so on 
versus the Trans-America Corp. (184 Fed. Stat. (2d), 311, 319, 326). 
In 1950 Gianninni and the Trans-America Holding Co. for the Bank 
of America were cited and held in contempt by the United States 
Court of Appeals for the Ninth Circuit because they sought to carry 
out the mergers of the Bank of America with various Pasadena, Santa 
Anna, and other smaller California banks. 

The merger had been approved by the examiner who was with the 
Federal Deposit Insurance Corporation but it was denied by the Board 
of Governors of the Federal Reserve Board. There was a case that 
actually went to the court, where one organization rendered one 
decision and the other organization rendered an exactly opposite 
decision. It had to be carried into the high courts to be resolved, 
so it can happen. If it happened in the Federal Deposit Insurance 
Corporation and the Board of Governors of the Federal Reserve 
Board, it can happen here. 

Mr. Brunpace. Well, I happen to be familiar with that and that 
was a clash of personalities among other things. 

Mr. Hotirtevp. Yes. 

That is one of the reasons, sir, we can’t rely on good intentions made 
in a statement before the committee. We must rely on the language 
of the law. There is no reflection intended. We know you would 
do the best you could in this matter. There might be a time, how- 
ever, when a different person wouldn’t do the best he could. Or he 
might have an idea he would be completely sincere in, but which would 
be against the best interests of the industry. 

In that case, you would have no control. The law, the plan, would 
give no control over it. 

Mr. McCormack, Mr. Holifield, will you yield, please ? 

Mr. Howirrevp. Yes. 
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Mr. McCormack. Mr. Brundage, you said there might be a clash 
of personalities. I assume you have already found out that that is 
not unusual in Washington. 

Mr. Brunpace. That occurs sometimes, yes. 

Mr. Fasceti. Mr. Brundage, now let me ask this: Do you know 
of any other place where the Director of the Bureau of the Budget 
has the duties which are prescribed in this reorganization plan? 

Mr. Brunpace. It is the only other one, this year. 

Can you answer that? 

Mr. Finan. This type of provision has been a standard arrange- 
ment in all reorganization plans that involve the separation of agen- 
cies. It is language that has been used over the years repeatedly. 

Mr. FascetL. That is good enough. 

Mr. Finan. An example would be where we separated the United 
States Information Agency from the Department of State a few 
years ago, a reorganization which involved a major transfer. Some 
arrangement has to be made for separating the assets and liabilities 
which go with the functions separated by the reorganization plan. 

Mr. Fascetu. That is provided for under section 4 of the Reorgan- 
ization Act of 1949. 

Mr. Finan. Correct. 

Mr. Fascetx. But the Reorganization Act of 1949 as I read it 
doesn’t provide for functions transferred to the Board of Trustees 
by the provision of this reorganization shall be transferred from 
the Board to the Corporation at such time or times as the Director 
shall direct. 

It doesn’t say anything about functions. 

Mr. Frnan. It isn’t the functions, Mr. Fascell. If you read that 
entire section, it is assets, liabilities, contracts, commitments, proper- 
ties, personnel, and so on. 

Mr. Fascetu. Yes, sir; available or to be made available. 

Mr. Finan. That is right; which are related to these functions. 

Mr. Fascerz. All right, then what does section (c) mean—section 
4 (c) of the plan? 

Mr. Finan. Section 4 (c) is to enable the Director to work out any 
other incidental details that may be necessary in order to provide 
for an orderly separation. 

Mr. Fascetu. Is that authorized by the Reorganization Act? 

Mr. Frnan. We understand it is, yes. 

Mr. Fascetu. That is your legal opinion. 

Mr. Finan. That is the legal opinion that has been provided to us. 
But to make myself clear, nowhere in this plan is there authority for 
the Director of the Bureau of the Budget to make a transfer of a 
function. The plan makes the transfers of the functions. 

Mr. Fasceti. Then why was it necessary for him to delineate the 
functions within the Board and the Corporation in his statement? 

Mr. Finan. This is merely a clarifying statement that explains what 
the plan does. 

r. Fascetu. No; he is answering a contention which has been 
raised; that is, that under the plan you would have duplication of 
functions and he is saying that is not satisfactory cause, and then he 
lists them : What each one of the Board would do and the Corporation 


ae do and so I am asking how are those functions delineated in the 
pian ¢ 
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Mr. Finan. They are delineated by the simple reference to the stat- 
ute. The plan, like all reorganization plans, has its roots in a specific 
statute which spells out the functions. Tn other words, the plan, as you 
know, cannot create the function, and the references in the plan in 
section 2 (a) and 2 (b) merely cite the provisions of the United States 
Code which are involved in the transfer. 

Now, it is clear from the reading of this that it is a mere bare bones 
text and you have to refer back to the provisions of the law itself. 

Mr. Fascetu. In other words, you go back to the basic act and pull 
out all of those functions, and those functions in your contention are 
transferred by this plan. 

Mr. Finan. Yes, sir. 

Mr. Fascetu. So that while it is possible that there is a complete 
separation of functions by this plan and it is also possible, therefore, 
that the Corporation and the Board could provide and must by law 
provide whatever is required for them to carry out the responsibilities 
of the basic act which created them—— 

Mr. Finan. That is correct. 

Mr. Fascetu. Unless, as is pointed out in the plan, there is some co- 
ordination or unless as pointed out by the plan, there is an interagency 
agreement, am I correct in assuming, therefore, Mr. Brundage, that 
the present supposition that goes with this plan is that all of the func- 
tions of examination and supervision and inspection will be on a co- 
operative basis? 

Mr. Brunpaagz. I think that is reasonable, yes. 

Mr. Horirrerp. But it isn’t mandatory. 

Mr. Brunpaacz. That is what we intended certainly. 

Mr. Hovirre.p. It is permissive but not mandatory. 

Mr. Fascetu. But that is the administration’s desire. 

Mr. Brunpace. Yes. 

Mr. Fasceux. And if that is true and since that is now being done by 
one board why go to the trouble of creating two new jobs; namely, the 
two own trustees. 

Mr. Brunpace. Well, it seemed to me that there should be an inde- 
pendent review of the cases where the Corporation underwrites or 
issues the insurance and that the same agency, the same Board which 
approves the chartering of the savings and loan association should not 
be responsible for deciding that the deposits of that institution should 
be insured. 

Mr. Fasce.u. Now, this is the conflict of interest that you are talk- 
ing about. 

Mr. Brunpace. That is the whole point. 

Mr. Fasce.tu. That you think exists and that you think might pos- 
sibly exist—possibly be bad ? 

: Mr. Brunpage. This is an extra protection that would be desirable, 
think. 

Mr. Fasceitx. But you don’t have any specific provision—specific 
experience on which to base this statement. 

Mr, Brunpace. There has been nothing come to my attention which 
would require us to haye immediate concern but it seemed to me that 
the situation was getting that the volume was so tremendous, our 
insured liabilities so large, when it gets into a $31 billion bracket, that 
some step should be taken to provide additional protection for the 
future. 
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Mr. Fascetz. But we are all agreed that whatever protection is 
necessary that the administration can effect through the present 
Board if it so desires. 

Mr. Brunpace. Well, I don’t think that that would give the pro- 
tection that I am looking for for the public, if there is one Board who 
is responsible for these two different functions. 

Mr. Fascetz. And you are satisfied, are you, as the President has 
stated in his message, that the time has come now to separate these two 
agencies. 

Mr. Brunpace. That is my feeling; yes. 

Mr. Fasceix. And based upon the statement also in the message and 
in your statement that.there might be a possibility of a conflict in 
that this business is getting mighty big and some other precautionary 
measures should be taken. 

Mr. Brunpace. Well, I think this is a step, and if we had an inde- 
pendent board that they might decide to take other precautionary 
measures ; yes. 

Mr. Fascetz. Do you find all cases of self-insurers as being unsound 
management from an accounting standpoint ? 

Mr. Brunpace. No. 

Mr. Fascett. Is this a self-insurance proposition ? 

Mr. Brunpace. Well, it would be if they didn’t have to call on us for 
a guaranty. That is where the Government comes in. That is what 
concerns me. Ifthe savings and loan depositors insured themselves, it 
wouldn’t involve this issue at all. 

Mr. Fascett. I don’t have any further questions, Mr. Chairman. 

Chairman Dawson. Mr. Jonas. 

Mr. Jonas. Yes; I have one. Mr. Brundage, you said something 
in your statement to the effect that the General Accounting Office had 
commented to the Congress in some of its reports on the possibility of 
a conflict of interest. 

Mr. Brunpace. They had recommended exactly the separation we 
are proposing : yes, sir. 

Mr. Jonas. You mean the General Accounting Office has, in effect, 
recommended this plan. 

Mr. Brunpacer. They recommended—— 

Mr. Jonas. Or the division, the breaking up. 

Mr. Brunpaae. The division of the responsibilities; yes. 

Mr. Jonas. The General Accounting Office is a creature of the Con- 
gress, and not the executive department. 

Chairman Dawson. They will testify. 

Mr. Jonas. I understand but I want to get this on the record. 

Mr. Brunpace. That is right. 

Mr. Jonas. When, if you have a reference to it, were those recom- 
mendations made ? 

Mr. Brunpace. The audit for the fiscal years ended June 30, 1945 
and 1946, calls attention to this fact : 

We believe that there is a serious question of the desirability of permitting 
one agency to exercise the function of supervision of insurance underwriting as 


well as the functions of promoting and chartering Federal savings and loan 
associations. 


Again, in 1947— 


in order to protect more adequately the insurance fund, the administrative re- 
sponsibility for examination of insured institutions and enforcement of insurance 
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regulations, now operating functions of the Home Loan Bank Board, should be 
transferred to the Insurance Corporation. 

Mr. Jonas. What year was that? 

Mr. Brunpace. And so on. There are a number of these reports. 
Again, 1948. 

Chairman Dawson. That was before the Hoover Commission sat. 

Mr. Brunpace. That is right. 

Chairman Dawson. They didn’t do anything about it then when 
they recommended it. Whoever was in power in the executive depart- 
ment didn’t do it then, do anything about it then. 

Mr. Brunpace. This administration was not in power then. 

Mr. Jonas. Just for the record, Mr. Brundage—— 

Chairman Dawson. Since you have issued your plan, do they recom- 
mend your plan? 

Mr. Brunpage. I do not think we checked this with them. 

Mr. Finan. I am not sure what their current views are on this plan. 
I understand they are scheduled to testify. 

Chairman Dawson. Certainly many ‘people can agree that there 
ought to be a separation of powers. Some might think it ought to be a 
bip: irtisan board and there are different ways to do it, but you attempt 
to do it by this plan. They haven’t O. K.’d this plan, have they, this 
plan No. 2, have they ? 

Mr. Brunpace. Not to my knowledge. 

Chairman Dawson. Thank you. 

Mr. Jonas. What is the arrangement between FDIC and the Comp- 
troller’s Office with respect to the examinations of commercial banks. 

Mr. Brunpace. Well, they have agreement for a single examination 
which is used by both agencies. 

Mr. Jonas. And that is by agreement between the two agencies. 

Mr. Brunpage. That is right. 

Mr. Jonas. Under the law could the FDIC conduct independent 
investigations and examinations of banks, I would certainly assume 
sO. 

Mr. Brunpace. Yes; I believe they could. 

Mr. Jonas. If they don’t have that authority I think they should 
be given that authority because they have a very direct and pertinent 
interest in the soundness of the institutions. 

Mr. Brunpage. That is very true. 

Mr. Jonas. But you think it is by agreement between the two 
agencies by which the Comptroller’s Office makes the examination 
and has the information made available to FDIC? 

Mr. Brunpage. The reports go direct to Federal Deposit Insurance 
Corporation. 

Mr. Jonas. They go to both offices. 

Mr. Brunpace. Yes; but they go direct to the Federal Deposit 
Insurance Corporation. 

Mr. Jonas. That is all. 

Chairman Dawson. The President’s message speaks of promoting 
confidence in the savings and loan program. Hasn’t the public shown 
its confidence in it by the growth of the various loan associations? 
They have grown from $10 ‘billion to $40 billion in the last 10 years. 
The public s seemed to have confidence in them, did they not? 

Mr. Brunpace. Yes. 
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Chairman Dawson. Also, the message spoke about the quality of 
management. The President appointed all three members of the 
present Board and he would appoint the members of the new Board 
at exactly the same salary. 

Mr. Brunpace. I think it is the same salary. 

Mr. Finan. Yes. 

Chairman Dawson. So what was the purpose of omitting reference 
to bipartisanship. In passing legislation, Congress thought it should 
be a good thing to have it bipartisan. Why did you eliminate bi- 
partisanship ¢ 

Mr. Brunpace. I didn’t think it was a partisan job. I thought 
we needed somebody in the insurance business. 

Chairman Dawson. Do you believe that the members of the present 
Board have proper experience for the job that they have been appointed 
to do? 

Mr. Brunpace. I do. I would be surprised if any President would 
not consider the two, but it didn’t seem to me it was a situation that 

called for it specifically in the legislation. 

Chairman Dawson. Have the present members shown any partisan- 
ship because it is a bipartisan Board / 

Mr. Brunpace. Not to my knowledge. 

Chairman Dawson. Well, why did you omit it from yours since this 
bipartisan Board functions so efficiently and effectively and built up 
a business from $10 billion to $40 billion in 10 years?’ Why did you 
leave it out? 

Mr. Brunpage. Merely because most of the insurance boards are 
not specifically covered in that way. There is no mention of part- 
nership or bipartisanship in the other insurance boards. 

Mr. Jonas. Will the chairman yield ? 

Bipartisan means partisans of both groups, and when you elim- 
inate it altogether, maybe they were attempting to eliminate parti- 
sanship altogether. You want a partisan of both parties on it. And 
they don’t want partisans of either party. 

Chairman Dawson. It is understood by everybody in the United 
States of America that this country exists under the two-party system 
and 

Mr. Brown. Sometimes I wonder. 

Chairman Dawson. And that we operate under a two-party system 
and one party or the other is going to be in power. But in order to get 
a balanced viewpoint on these boards it has been the custom in many 
instances of appointing a bipartisan board, not members of the same 
party, and that was done in this instance but this plan remov ed that 
provision from it as well as the terms. 

Mr. Brunpace. Well, it wasn’t specifically provided, Mr. Dawson, 
because it isn’t a regulatory board. The regulatory boards have provi- 
sions usually for two parties. 

Chairman Dawson. Mr. Fascell. 

Mr. Fasceiz. Mr. Brundage, I don’t want to disagree with you too 
vehemently but doesn’t the insurance corporation have the ri ight to 
issue all kinds of regulations with respect to the func tions it is 
required to perform ? 

Mr. Brunpace. The insurance corporation ? 

Mr. Fascetu. Yes. 

Mr. Brunpace. Yes. 
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Mr. Fascetu. Well, then, it is regulatory. 

Mr. Brounpace. No; that isn’t what i would call a regulatory 

ency. ; 

"ie tiaaiee It requires the members to abide by some rule and 
if that isn’t a regulation I don’t know what it is. I am through, Mr. 
Chairman. 
Chairman Dawson. Why did you leave out a stated term for the pro- 
osed trustees? You have them at the will of an individual who 
is political. Why did you leave out the fixed terms? Other pro- 
ane of law include fixed terms for the individual members of the 
oard. 

Mr. Brunpace. Well, I think that a board of this kind, an insurance 
board, would be expected to continue on so long as it was doing ade- 
quate and efficient service. I didn’t think it would be the kind that 
would run out with a specific term. 

Chairman Dawson. But that isn’t the way things operate in our 
Government under the two-party system. You know that. Your 
very presence in the position you hold disclaims that. That is subject 
to the will of the President. He appoints whom he wants on there. 
The board is controlled by him and we want a board that is not con- 
trolled by any politician, president, or anybody else but one which will 
serve the people and be removable for cause. You killed that when 
you cut out the fixed term. 

Mr. Brunpace. It doesn’t seem to me that this kind of board would 
be subject to party or partisan influence at all. 

Chairman Dawson. Then you questioned the wisdom of the Con- 
gress in originally providing for terms and other conditions. 

Mr. Brunpageg. Well, it seemed like a direct business type of opera- 
tion, that is all. 

Chairman Dawson. Well, it is a business-type operation. We want 
it done in a business-like way and we want the men responsible to do 
the business and not be subject to the whim of somebody who doesn’t 
carry the responsibility of doing the job. 

Mr. Brunpace. Well, I haven’t any comment on that. 

Chairman Dawson. Well, I am just trying to find out why in this 
plan you left out the provision of the fixed term. You left out that bi- 
partisan arrangement. You must have had some reason to do it be- 
cause if it existed before then why did you change it 4 

Mr. Brunpace. We thought that the Home Loan Bank Board is an 
organizing as well as a regulating agency and that this is just a business 
insurance type of operation and that the people selected for it would 
be those familiar with insurance policy, regardless of party. 

Chairman Dawson. Aren’t the people selected to it now familiar 
with the insurance business under the bipartisan arrangement. 

Mr. Brunpace. They aren’t primarily familiar with insurance. 
They are familiar with banking because it is primarily a banking 
function which the Home Loan Bank Board provides. 

Chairman Dawson. Then why didn’t you require in the plan that 
they be selected from the insurance field ? 

Mr. Brunpace. Because you don’t do that kind of thing, put.them in 
the plans. 

Chairman Dawson. You sometimes put it in the law that these men 
shall be qualified in a certain manner. 
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Mr. Houirierp. If the chairman will yield, a requirement along that 
line was put in the selection of the seven members of the Federal Re- 
serve Board of Governors. They should represent different facets of 
our society. It is in the basic statute. 

Mr. Fascetu. If the chairman will yield on that point, as a matter 
of fact, it was one of the strong recommendations made by the General 
Accounting Office when they first considered this proposition. 

Mr. Jonas. Will the gentleman yield to me. 

Chairman Dawson. Gectainly. 

Mr. Jonas. I would certainly prefer that suggestion than ‘to put 
it into politics or make any reference to political parties. 

Chairman Dawson. We don’t want it put into politics. 

Mr. Jonas. You want it bipartisan. 

Chairman Dawson. The President in appointing these boards could 
not select all the members from his own party. A certain number 
would have to be selected from the other party. 

Mr. Brown. There is no evidence which party might select these 
members under the plan. How long are we going ahead with these 
hearings? The House is in session and we have some very important 
legislative 

Chairman Dawson. We will get to that as soon as we are through 
with this witness. 

What is the purpose of cutting out these terms, changing the bi- 
partisan arrangement, and then giving the President complete control 
of the corporation ? 

He doesn’t know what is going on down there. They ought to be 
the ones to run it, but what is that provision made for, to give him 
complete control at his whim? If they didn’t do what he wanted, 
he would fire them. That is what would happen. 

Mr. Brunpace. As far as I am concerned, that is merely to indi- 
cate that they are not responsible to the Home Loan Bank Board. 
They are independent to the Home Loan Bank Board. They report to 
the President directly. That is all. I don’t think there is any ulterior 
significance. 

Chairman Dawson. I don’t think there is either, but I was just 
wondering why you left out certain things, where the legislation set 
it up one way. You certainly had some purpose in using the words. 
I am trying to find out the purpose of your using these words, when 
these words can affect the working of this institution. 

Are there any further questions ? 

Mr. Henperson. Mr. Brundage, there is one provision of the Reor- 
ganization Act of 1949 under which this plan was submitted, which 
deals with the matter of stating in the plan what savings will be made 
by the plan. I understand the situation here is a little bit different 
inasmuch as there are no congressional appropriations for this agency, 
but is there any way that you could possibly estimate whether any 
savings would be made for the Government under this plan. 

You have stated that there would be an increase in expense to the 
local Federal savings and loan institutions. 

Mr. Brunpace. There will be an increase in total cost but greater 
protection, we think. 

Mr. Henverson. But no particular savings, no economies that this 
plan is likely to provide. 

Mr. Brunpage. No, that is right. 
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Chairman Dawson. Don’t you think that the Reorganization Act 
had in view in a reorganization there would be savings because it sets 
out in the act itself that in the plan the President shall itemize the sav- 
ings, if possible, so we must have had in mind that the plan would 
effect some savings. 

Mr. Brown. Or efficiencies, and other different things. 

Chairman Dawson. I will put efficiency next. 

Mr. Brown. It doesn’t have to effect savings. 

Chairman Dawson. I will get to efficiency next when we get through 
with savings. 

Mr. Brunpace. It isn’t my understanding that reorganization plans 
are only effected to accomplish savings. 

Chairman Dawson. It is one of the things set out in the act, that he 
shall make the statement of what it will do where statements are 
concerned. 

Mr. Brunpagce. That is right. 

Chairman Dawson. And if he doesn’t do that, then why—— 

Mr. Brown. That indicates there are no savings, Mr. Chairman. 

Chairman Dawson. Then why bring it under the Reorganization 
Act that specifies that ? 

Mr. Brown. A plan under the Reorganization Act does not have 
to be based upon savings in order to qualify. It can be presented for 
other reasons. 

Chairman Dawson. (reading) : 

The President, in his message transmitting a reorganization plan shall specify 
with respect to each abolition of a function included in the plant, the statutory 
authority for excise of such function and shall specify the reduction of expendi- 
tures, itemized as far as practical, which it is probable will be brought about by 
the taking effect— 
and President ought to state the savings in his plan. 

It is mandatory and he so ought to state in his plan. 

Mr. Brown. Well, that is your judgment. 

Chairman Dawson. That is right, that is my judgment, and that is 
what the law says. You can say that the law didn’t mean what it says, 
if you want. 

Mr. Jonas. He gives his view on that on page 3. 

Mr. Chairman, he gives his view on that. It is not in as much detail 
perhaps as you would like but he says that he believes in the long run 
it will tend to reduce expenditures by reason of the more effective 
protection of the Government’s large financial interest in these affairs, 
and that is the way in which any potential savings will occur so obvi- 
ously it would not mean any reduction in administrative expense. 

Chairman Dawson. You mean an increase in the administrative 
expense. 

Mr. Fascetuz. I think it would probably be fairer just to state that 
there would be no reduction in expenditures because that statement 
that Congressman Jonas just read deals with the possibility of the 
contingent lability of the Government. 

Mr. Jonas. Which is important to think about. 

Mr. Fascetz. But you cannot make a statement that you are offer- 
ing more effective protection and thereby reducing the possibility of 
a contingent liability when you do not even know what the liability is. 

Mr. Jonas. You know what the contingent liability is now. 

Mr. Fasceti. Yes? Under the plan, how do you reduce it? 
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Mr. Jonas. That is quite obvious, if the plan does what the. pro- 
ponents say it will do, provide more protection by closer supervision. 
I don’t say that. I say that is what the proponents say. 

Mr. Fascety. I understand. : 

By the way, I have been corrected. It is not a contingent liability, 
is it? 

Mr. Jonas. What is not a contingent liability ? 

Mr. Fascetu. The obligation of the Government. 

Mr. Jonas. I hope it is not direct. 

Mr. Fascetu. It is a reimbursable loan, is it not ? 

Somebody square me out on that. 

In other words, the Corporation has the right to borrow the money ? 

Mr. Brunpace. But this is a liability for the insurance, $31 billion. 
It is a contingent liability. 

Mr. Brown. It is only $31 billion, as I understand it. 

Mr. Pincus. Mr. Brundage, in connection with section 4 (c) of the 
plan 

Mr. Jonas. May I say this before you go to that? If there is not 
any Government liability, I think a lot of people around the country 
are misled. 

Mr. Houirrevp. It is a Government liability. 

Mr. Jonas. That is what I thought. 

Mr. Houirretp. Up to $750 million, and undoubtedly if a crash 
‘ame the Congress would enlarge that for the benefit of the people. 
There is no doubt about that. 

Mr. Fasce.y. But there is no liability now of $31 billion as has been 
stated around here? 

Mr. Brunpace. There is a contingent liability because that is the 
amount of the insurance. 

Mr. Fascexy. Contingent liability to whom ? 

Mr. Brunpace. To the depositors of the Savings and Loan Associa- 
tions. 

Mr. Fascetu. It is not to the Government? 

Mr. Brunpage. It is the Government’s liability to them. I would 
not mind if they owed us some money. It would not matter a bit. 

Chairman Dawson. Mr. Pincus. 

Mr. Pincus. Mr. Brundage, referring to section 4 (c) of the plan, 
what does the plan mean by the words “such measures” and then also 
the word “dispositions,” particularly what about the word “measures” ¢ 

Mr. Brunpace. I presume that was put in by a lawyer to be sure 
that we covered everything. I do not know what it means. 

Mr. Frnan. That is about right. That is to take care of any minor 
administrative details or loose ends that might be necessary to bring 
about a tidy separation of these two agencies. 

Mr. Pincus. It could be minor or major. We do not know. Do 
we / 

Mr. Frnan. Well, it is minor in the sense that I described it earlier, 
Mr. Pincus, in that it does not include discretion in the transfer of 
functions. This is a standard, as I said before, provision that appears 
in ieee plans when you are separating functions or agencies. 

Mr. Pincus. I am questioning that because section 4 of the Reor- 
ganization Act specifically enumerates those things which can be in 
the plan outside of the reorganization itself and it is entitled “Other 
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Contents of Plans.” As I read it, there is no provision in section 4 
of that plan that authorizes any such broad language as such further 
measures as the Director of the Budget shall determine to be necessary 
in order to effectuate the transfer. 

That reads to me more like a piece of legislation that the Congress 
has enacted or is considering enacting. If you refer to section 4 of 
the Reorganization Act of 1949, you will find five types of items that 
mav be included as “Other Contents,” and I don’t find such other 
measures, any blanket authority of that sort included, nor do I find 
the blanket use of the word “dispositions” in subsection 3 of section 
4 of the Reorganization Act. 

I find provision to make disposition of the records, property, and 
personnel, but no authority to use what looks like a legislative section, 
such further measures and dispositions without any reference or re- 
striction. 

Mr. Frnan. Are you raising this as a question of legal defect or 
too broad authority from a legal point of view? 

Mr. Prncus. We are raising the question as to whether there is 
any authority to write into a reorganization plan a broad, unlimited, 
and unrestricted authority to take further measures and dispositions 
which seems to be more analogous to a legislative provision than a 
bill enacted by the Congress. 

Mr. Finan. Our answer to that can only be that this plan was ap- 
proved as to form and legality by the Attorney General, and that this 
type of provision has been standard in reorganization plans of this 
character for many years and has not been challenged either within 
the executive, or to my knowledge, the legislative branch. 

Mr. Pincus. Can we get the same type of memorandum from the 
Justice Department on this particular section ? 

6 Finan. I think we can supply that to you without any diffi- 
culty. 

Mr. Pincus. I have one other question. 

Referring again to the creation of this board of trustees, and this 
is a legal question, too, that I think we might want a ruling from 
Justice on another matter. I read the Reorganization Act, again sec- 
tion 4, under “Other Contents,” and I think Mr. Brundage referred 
to it in his statement, “may include provisions for the appointment 
and compensation of the head and one or more other officers of any 
agency,” and so forth, “if the President finds that by reason of a re- 
organization made by the plan such provisions are necessary.” 

Now, as I read that, it does not say you can set up a new position 
in order to make a reorganization. It says you can set up new posi- 
= if they are necessary by reason of a reorganization made by the 
plan. 

Now, as I read this plan, there is no one to transfer any functions 
to until you have set up these trustees, and that is exactly what the 
plan proceeds to do. 

You establish a board of trustees, new positions, and then you trans- 
fer the functions to those trustees. 

T have a question as to whether you have not inverted the purpose 
of the reorganization. 

Mr. Finan. The establishment of the trustees, as a legal interpreta- 


tion of the Reorganization Act, you would like that covered in the 
memorandum ? 
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Mr. Pincus. Yes. 

That is all I have. 

Mr. Fascetu. I have a couple more questions, Mr. Chairman. 

Chairman Dawson. Yes, Mr. Fascell. 

Mr. Fascett. Mr. Brundage, did the reorganization plan originate 
with the Home Loan Bank Board? 

Mr. Brunpace. No. 

Mr. Fasceti. Was the Federal Savings and Loan Advisory Council 
consulted with respect to the submission of the plan / 

Mr. Brunpace. I donot know. I did not consult them. 

Mr. Fascetn. Was any other agency or department of Govrenment 
consulted ? 

Mr. Brunpace. Yes. Several committees. The President’s Advis- 
ory Committee on Government Organization, Mr. Kestnbaum, special 
adviser to the President, and a number of other agencies. 

That was handled by you, Mr. Finan. 

Mr. Fascetn. Were any of the industry organizations contacted 
at all? 

Mr. Finan. As you know, this is a matter involving a Presidential 
decision. How the President arrives at his decisions and how he seeks 
his advice is something for the President to determine. 

I think, however, to answer that last question directly, by now I 
think it is common knowledge that the industry was not consulted 
in connection with the preparation of this plan. 

Mr. Fascexti. That is all. 

Chairman Dawson. I thank you very much, Mr. Brundage, for your 
appearance before us today. 

Mr. Brunpace. Thank you. 

Mr. Fascetu. I have one other question that just occurred to me. 

In hearings before this subcommittee on the lending agencies report 
in 1955, Oakley Hunter was testifying, and he said then that the en- 
tire problem, talking about the recommendation No. 4 of the Hoover 
Commission, is under consideration at the present time within the 
executive branch, and any recommendation he might make on it at the 
present time would be premature. July 6, 1955, those hearings were 
held. Correction: that statement was made in a hearing Tuesday, 
June 21, 1955. 

Then on cross-examination by my colleague, Mr. Brown, he makes a 
statement on page 108, “I think so,” talking about the reorganization 
plan which would separate these two functions. 


Partially based on this study— 
meaning the Hoover Commission stud y— 


and the recommendation which was submitted to the administration almost a 
year ago. 
That would be sometime in 1954. 

Now, the plan was submitted on May 17, 1956, and it will go into 
effect:on July 16, 1956, at 12:01 a. m. unless House Resolution 541 or 
some other such thing is approved. 

_ And the statement was made in the message, and you have concurred 
in it, and the time has come to separate the two agencies. 

Now, I would just like to know from 1954 to now, what has occurred 
on May 17, 1956, or 30 days thereto, or 60 days thereto, or 90 days there- 
to, or however long it took to draft up this plan and get the Bureau of 
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the Budget clearance and submission to the Congress, that made it 
necessary to submit it now and not back in 1955 or 1954? 

Mr. Brunpace. I do not know what happened in 1954, but I know 
that we did not get the report from the Attorney General until just 
shortly before this came up here. 

Chairman Dawson. Did you ask for it previously ? 

Mr. Finan. I just do not know what Mr. Hunter was referring to 
there. 

Mr. Pincus. Excuse me, what report of the Attorney General are 
you speaking of ? 

Mr. Brunpace. The approval of the plan. 

Mr. Prncus. When was the plan written? That is what Mr. Fas- 
cell’s question was. 

Mr. Brunpace. I do not know. We have been talking about it for 
about a year. But I do not recall anything before last summer, though. 

Mr. Pincus. When was it sent to the Attorney General, a year ago? 

Mr. Brunpace. No, it was under discussion, it was under analysis, 
as were all of the Hoover Commission recommendations. It was re- 
viewed by the Government Organization Committee, and Mr. 
Kesstnbaum. 

Mr. Pincus. You have no knowledge of when the plan was sent to 
the Attorney General ? 

Mr. Brunpace. I do not recall when. 

Mr. Finan. I do not recall the exact date but it was much more re- 
cent than last year. It was April 1956. 

Mr. Fasceit. Mr. Chairman, I think in all fairness, so we can get 
the whole import of that statement, I would like to read the whole 
statement—it is very short—by Mr. Hunter, who was the General 
Counsel of the Housing and Home Finance Agency at the time the 
hearings were held by this subcommittee on the lending agencies re- 
port of the Hoover Commission, which had been submitted to the 
Congress in March of 1955, and this hearing took place on June 21, 
1955, and he said—this is Mr. Hunter speaking : 

Recommendation No. 4— 

He is testifying on all of the recommendations. 


The Commission has also recommended that the managerial body of the 
Federal Savings and Loan Insurance Corporation should be separate and dis- 
tinct from the Home Loan Bank Board which, as the committee knows, also 
supervises the operations of the 11 regional home loan banks and charters 
and otherwise regulated the system of Federal savings and loan associations. 

As to the matter of the economy stemming from the use of common adminis- 
trative services and the like, it is undoubtedly true that the organizational 
arrangement which has prevailed since establishment of the insurance cor- 
poration in 1934, namely identity of the two managerial bodies, has been less 
costly than would have been the case if each organization had maintained sepa- 
rate staffs and facilities. 

However, the possibility of a conflict of interest between the authority provid- 
ing insurance of accounts and savings and loan associations, on the one hand, 
and the body charged with chartering and regulating savings and loan asso- 
ciations, on the other, has been noted over a period of years, particularly by the 
General Accounting Office. 

A number of the reports on audit made by the General Accounting Office have 
contained recommendations and comments on this particular problem. This 
entire problem is under consideration at the present time within the executive 


branch and any recommendation I might make on it at the present time would be 
premature. 
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Mr. BrunpaGe. What was the date of that, did you say ? 
Mr. Fascecy. June 21, 1955. 

Mr. Frnan. I think it is very safe to assume that Mr. Oakley Hunter 
was referring to the fact that the executive branch had all of the 
Hoover Commission recommendations under the most intensive re- 
view at that time, and this recommendation would have been one of 
them. 

I do not know what he could have had more specifically in mind at 
that point, however, or whether he had anything more specific in 
mind at that time. 

Mr. Jonas. I do not get the point of the gentleman from Florida. 

Mr. Fasceti. The point is, I am trying to trace the history of the 
study of this reorganization plan. 

Mr. Jonas. Is that so important? Is it not the merit of the plan 
or the demerit of the plan that is important, the fact that the executive 
department has been studying it for a year? I do not think that is 
pertinent. ' 

You have a contrary opinion and you have a right to it. 

Mr. Fasce.y. I do not know that I have a contrary opinion. I 
am just inquiring as to what—— 

Mr. Jonas. I was just anxious to get over to the House. 

Mr. Fasceti. Well, I am, too, and I was just asking the ques- 
tion why the statement was made in the message that the time has now 
come, 

What has transpired now that hasn’t transpired before. 

Mr. Jonas. He has completed the study. 

Mr. Brunpace. It went up another $5 billion. 

Chairman Dawson. Thank you very much, Mr. Brundage, for your 
testimony. 

Now, we have quite a few witnesses to be heard from, some of 
them from out of town. We have on the floor today a matter con- 
cerning the veterans of this country that is going to cause the congress- 
men to be running back and forth. 

The question in my mind is whether to attempt to continue the 
hearings or whether to adjourn until tomorrow morning and go on 
with them. 

Now, for those out of town, what is your situation, can you be with 
us tomorrow morning ? 

Mr. Suirer (of the United States Savings and Loan League). Mr. 
chairman, there are hearings on the resolutions in the Senate to- 
morrow. 

Chairman Dawson. You are organized, are you not? Can we not 
shuttle between them? We will be interrupted by rollcalls, I am 
quite sure, and it may be very difficult to continue the hearings through 
the afternoon. 

Mr. Houirievp. Mr. Chairman, a gentleman from the GAO said 
they are obligated to appear before the Senate committee in the 
morning. I do not know what your schedule of witnesses is but 
there is that problem. 

Mr. Fascety. May we have the GAO today, Mr. Chairman? I do 
not know how long their statement is. 

Chairman Dawson. Under those circumstances, I will hear the 
GE) promided that a member of the minority stays with us to ques- 
tion him. 


79534—56——4 


























































































































































































































44 REORGANIZATION PLAN NO. 2 OF 1956 


Mr. Brown said he would like to have him questioned and if one 
of the members of the minority will stay, we will hear the GAO. 

Will you stay ? 

Mr. Jonas. No, Mr. Chairman, I have to go, but I do not care 
about questioning the GAO. I can read their statements and talk 
tothem. They are here in Washington. I would like to have heard 
the testimony of Mr. Bubb and the other witnesses who are repre- 
senting the industry and who are from out of town. 

Chairman Dawson. Well, is Mr. Bubb present ? 

Can you be with us tomorrow morning, Mr. Bubb? 

Mr. Buss. I have told the Senate, Mr. Chairman, that I will be there 
at 10 o’clock tomorrow morning, the Senate committee, and then I must 
go home the next day. 

Chairman Dawson. The day after tomorrow. 

Do you have a prepared statement ? 

Mr. Buss., If I may say so, Mr. Chairman, many of the things in my 
statement have been covered. I think I could cover it very quickly and 
file my statement, if that is your wish. 

Chairman Dawson. If you will file your statement 

Mr. Buss. I would like to make some remarks on it. 

Mr. Houirireicp. Mr. Chairman, I suggest we reassemble at 2 o’clock 
and see if we cannot take care of, for an hour or so, some of these peo- 
ple who have these other obligations. 

I think we can at least try, and if quorum calls interefere with our 
proceedings 

Chairman Dawson. How many hours of debate are provided, do you 
know ¢ 

Mr. Fascetn. At least 30 minutes,-Mr. Chairman. 

Mr. Jonas. This just points up how impossible it is. 

I would like to hear the testimony very much. 

Chairman Dawson. How about 2 o’clock? 

Mr. Hottrterp. I am in the same position. 

Chairman Dawson. We would like to hear it and these gentlemen 
have made great sacrifices to come to us. 

Mr. Jonas. Does this list contain the names of all those who wish 
to testify ? 

Chairman Dawson. Except the General Accounting Office. 

Mr. Jonas. Mr. McAllister is in town. We can get him any time. 

Chairman Dawson. It is only a question of a quorum call that could 
interfere with us. 

It seems to me that if we adjourn now and reassemble at 2 o’clock 
that that would be the better thing. In the meantime, I will see Mr. 
Brown and attempt to talk to him to see if he cannot come over to 
question these witnesses. 

(Discussion off the record.) 

Chairman Dawson. We will adjourn until 2 o’clock. 

(Whereupon, at 12:35 p. m., the subcommittee adjourned, to recon- 
vene at 2 p. m., of the same day.) 








AFTERNOON SESSION 


Chairman Dawson. The subeommittee will come to order. 

Our next witness will be the distinguished Congressman from Cali- 
fornia, a member of this committee. He has other urgent business, so 
at this time we are going to hear from Congressman Younger. 
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STATEMENT OF HON. J. ARTHUR YOUNGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Youncer. Thank you, Mr. Chairman. I do not oppose the 
purpose of this reorganization plan as a former operator of a savings 
and loan. I could live under the separation of powers very nicely, 
but this particular reorganization plan, I think, 1s very poorly con- 
ceived on two points. They tried to follow the organization of the 
Federal Deposit Insurance Corporation, but they did not, in setting 
up the beard of trustees, provide for definite terms nor for a bipar- 
tisan board, which I think is a fundamental mistake in this reorgani- 
zation plan. Another mistake that I think was made was subsec- 
tion (b) of section 2, where the corporation, including the board of 
trustees and all matters under the jurisdiction of the board of trustees, 
shall be subject to the direction and control of the President of the 
United States. Now, that word “control” is used, according to my 
understanding, in only two of the departmental setups. One is in the 
Defense Department and the other is in the civilian defense. 

Now, in both of those cases the President is the head of those 
departments, and he has the veto power without question, but in none 
of the reorganization plans, or the setting up of any of the depart- 
ments or bureaus under the reorganization that have been previously 
entered into do we find the word “control.” It is always “supervision,” 
and I think that that might very easily be construed to mean that 
any action of the board of trustees could be vetoed, and there would 
be no assurance nor could there be any reliance on any action that the 
board of trustees might take unless it had the approval of the Presi- 
dent, such as the case of your Defense Department only recently when 
they issued an order in regard to the men in the armed services 
appearing in civilian clothes. 

The next day the order was vetoed, and we might find the same 
situation in this case. Now, it is perfectly all right with the Defense 
Department, because the President is the Commander in Chief of the 
Army and the defense forces, but I think it has no place whatsoever 
in a reorganization plan of this kind, and for those two reasons I think 
that the reorganization plan should be defeated, and I think it should 
be rejected by the Congress. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. No questions. 

Chairman Dawson. Mr. Jonas. 

Mr. Jonas. No questions. 

Chairman Dawson. I appreciate very much your calling our atten- 
tion to that word “control” and giving us the history and background 
of it. That is the first time any witness has brought out that this is 
the first piece of legislation of its kind that contains the word “con- 
trol,” supervision and control. 

Mr. Youncer. That is right. 

Chairman Dawson. And I also appreciate very highly your refer- 
ence to the bipartisan nature of the board. We do not legislate for 
individuals but we do try to legislate to meet situations. It matters 
not whether it be a Democratic President or a Republican President. 
The law should be to apply under the circumstances to all. 

Also I appreciate the question of the bipartisan board because to 
my mind this institution has developed well under the laws passed 
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by Congress. Congress provided for such a board in order that it 
would be out of the political sphere and serve people, rather than serve 
an administration. And I agree with you in my thinking that those 
are reasons why we ought to look carefully at this plan before we 
permit it to become law under the responsibility with which this 
committee is charged, that of looking into these plans and deciding 
whether or not we believe it to be good legislation. 

Thank you so much for your contribution. 

We have with us Mr. Walter McAllister, who is Chairman of the 
Federal Home Loan Bank Board. 

At this time we will hear from Mr. McAllister. We are happy, 
indeed, to have you with us, Mr. McAllister. 

Mr. McA utster. Thank you, Mr. Chairman. 

Chairman Dawson. Do you have a written statement ? 

Mr. McAuuisrer. No, sir, I do not. 


STATEMENT OF WALTER McALLISTER, CHAIRMAN, FEDERAL 
HOME LOAN BANK BOARD 


Mr. McA ister. I would like to supplement some of the informa- 
tion that was given this morning by the Budget Bureau with regard 
to the Board’s operations and the overall savings and loan picture. 
First I would like to state that the Board, as a 3-man board, is bi- 
partisan and appointed by the President; that among its functions 
and responsibilities are the direction of the Federal Home Loan Bank 
System. The System consists of 11 Federal home-loan banks; each 
of these banks are operated and directed by their officers and their 
directors, consisting of 8, who are elected from the savings and loan 
business, and 4 appointed by the Board in Washington. 

The banks, with the exception of San Francisco, which district has 
11 States in the district, have a maximum of 12 directors. At the 
present time the capital of the bank system is some $600 million. 
When it was started in 1932, $125 million, in round numbers, was 
provided by the Federal Government, and that capital has been re- 
tired in full, together with earnings to the Government for the use 
of the capital. The System has some 4,350 members. Those members 
consist of State-chartered savings and loan associations, approxi- 
mately 750 in number, and State-chartered insured associations, about 
1,900 in number, and some 1,700 Federal associations, and 26 mutual 
savings banks. 

The members of the System are borrowing from the bank today in 
the amount of $1.1 billion and the System has deposits from its mem- 
bers of $750 million, and currently the System has borrowed from the 
public; that is, gone out into the money market and secured funds 
through the sale of its notes in the amount of about $900 million. 

One of the other functions and responsibilities of the Board is the 
chartering and the operation of the Federal savings and loan system. 
That is a system of the 1,709 associations and the chartering of those 
the authorization to form those associations comes from the Federal 
Home Loan Bank Board. At the present time I should say that we 
are chartering at a maximum of about 50 Federal associations per 
year. 

One of the other functions of the Board is the management of the 
Federal Savings and Loan Insurance Corporation. That was formed 
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in 1934, with $100 million of capital, which was provided by the Fed- 

eral Government. In 1950, the law was changed, providing for the 
liquidation of that capital out of half of the net earnings of the insur- 
ance corporation, and to date there has been paid back to the Federal 
Government approximately $46 million, leaving the capital of the 
Insurance Corporation at $54 million. I am just giving you round 
number figures. This year on the 1st of July, the Insurance Corpora- 
tion will probably retire an additional $12 million of the Government’s 
capital. At the rate at which it is going now, we estimate that the 
entire Government’s capital will be retired in not more than 4 years. 

Our fourth responsibility is the Division of Examinations. The 
Federal Home Loan Bank Board has a crew of some 450 trained and 
experienced examiners and they function all over the United States. 
Their responsibility is to see that all Federal associations are exam- 
ined, and that examinations are conducted for all State-chartered 
insured associations. 

Now the State-chartered insured associations are generally exam- 
ined in conjunction with the proper State supervisory authority. In 
other words, the examinations are made jointly in most instances. 
One State does not have any supervisory department and in that 
State the State-chartered insurance associations are examined by the 
Home Loan Bank Board staff alone. There are some 3,700 insured 
associations. 

In addition to that, we probably will be making from 50 to 100 
examinations a year for associations that are applying for insurance. 
The Board is requiring an eligibility examination on : the part of all 
applicants for insurance, and that will probably require 100 examina- 
tions a year. In 1955 the savings and loan business experienced its 
best year. The total increase in savings was some $5 billion, and I 
might point out that that is the largest single positive segment of 
savings, voluntary savings, created by ‘the American people, as placed 
with any segment of the financial ec onomy. 

In other words, the savings 

Mr. Fascet, You mean more than private insurance ? 

Mr. McAttustrr. Yes; the increase in reserves which is the way we 
calculate the savings of life-insurance companies last year, totaled 
$414 billion, as ¢ ontr asted to the $5 billion egain in savings of savings 
and loan associations. 

Savings and loan associations last year made $1114 billion in home 
loans. That constituted the largest single segment of home loans 

made by any of the fiscal elements interested in home le nding. Those 
funds were secured by a repayment. of existing loans tot: ling some $6 
billion, by this $5 billion net increase in savings that I have mentioned 
to you, and by a use of about $500 million of credit. That credit the 
association secured from the home-loan bank system; so that provided 
the $111, billion in loans. 

At the rate at which the business is going today, the savings will be 
equal to the savings of last year, perhaps slightly increased, loans will 
be fairly close to ‘the same amount that they were last year, and the 
loan repayments will be perhaps a little bit larger than they were 
last year, so the same volume of lending can be ac complished this year 
without an increase in home-loan bank credit to the same extent that 
was needed last year. 
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Last year you might say that the savings and loan association busi- 
ness financed some 1 million dwelling units. I make this statement, 
Mr. Chairman, and members, as introductory to a brief statement that 
I want to make, which is covered in my letter under date of June 20, 
in which I said that in support of Reorganization Plan No. 2, the 
President stated the following major changes and benefits of the plan. 

First, it provides a separation of the insuring or underwriting fune- 
tion from the promoting and eienInG function. Second, it is ex- 


pected to reduce expense expenditures of the Government in the long _ inte 
run by reason of the protection of the Federal interest in the Federal — ing 
Savings and Loan Insurance Corporation, although there will be a ~ rat! 
modest increase in the operations of the agency. j hav 

That concludes my statement, Mr. Chairman. I will be glad to © as : 
answer any questions the committee may have of me. Bos 

Chairman Dawson. Will you give us the benefit of your back- 7 pre 
ground, please, Mr. McAllister ? tha 

Mr. McAuuisrer. In 1921 I organized the San Antonio Savings & | tion 
Loan Association, in San Antonio, Tex. I have been the managing ~ incl 
officer of that institution until August of 1953, at which time I was | the: 


appointed as chairman of the Federal Home Loan Bank Board. I 
have no connection now with the San Antonio Savings & Loan Asso- ) 
ciation. the 
Chairman Dawson. Mr. Brown. Gor 
Mr. Brown. Mr. McAllister, I appreciate very much the fine state- 1S Ci 
ment that you made. What we are seeking here, of course, is infor- ‘ 


too, 


mation and light on the subject, if we can get it, to decide the value of — bus 
this plan and the need for it. As I read your letter that you sub-  — of | 
mitted to the chairman, you approve of this plan as a whole? 1 wot 

Mr. McAtiuisrer. I have expressed my sentiment in the letter, Mr. — con 
Chairman. I wouldn’t be truthful if I didn’t say that I think that — I 
the plan carries with it handicaps and objections. pri 

Mr. Brown. Let me ask you if you can tell us what is the secondary N 
liability of the Government in connection with these loans that have ~ hav 


been made through the Insurance Corporation. this 

Mr. McAuutstrer. Well, now, here is what the statute says. I am \ 
not a lawyer but as I recall it, it is the responsibility of the Treasury _ com 
to lend the Insurance Corporation a maximum up to $750 million. © 
Now that becomes a loan of the Insurance Corporation and that is a 
matter over which the Board itself has full and complete control. In 
other words, we have the right to borrow from the Treasury up to 
$750 million. 

The Insurance Corporation at no time has borrowed any money from 
the Treasury. 

Mr. Brown. Well, now, is there any other obligation on the part of 
the Government? Suppose depositors in any of these institutions 
should have difficulty in obtaining their deposits. Then doesn’t the 
Federal Government underwrite the rest of them up to a great many 
billions of dollars? 

Mr. McAuutster. That is not a legal obligation, Mr. Brown, but I 
would be perfectly willing to say that I consider that a very important 
moral obligation on the part of the Government. I should say that if 
the economic conditions in this country were such that there would 
be heavy demand upon the Federal agencies that have to do with the 
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savings and loan business, that the Congress would come to the assist- 
ance just as I am sure the Congress would come to the assitance of 
the FDIC in the event of a similar condition with reference to com- 
mercial banks. 

Mr. Brown. Well, of course, we are all deeply interested in the 
security and the safety of these institutions. 

Mr. McAuuister. Yes, sir. 

Mr. Brown. As I mentioned this morning, out in Ohio, we ran 
into some difficulties back in the thirties in connection with build- 
ing and loan and other similar savings organizations, and had some 
rather bad experiences, in some instances. As a result of that, we 
have become quite conservative, or more so than ever; and, I believe, 
as a result of national experience, we created this Home Loan Bank 
Board, and then, finally, this Insurance Corporation. Of course, the 
present proposal is being considered in the hope, and with the thought, 
that whatever may be done will strengthen both those organiza- 
tions and will provide increased safety for the depositors; and, 
incidentally will be of help, also, for those who borrow; because 
they are interested in the soundness and safety of these institutions, 
too, as I believe every man connected with them must be. 

But do you know of any case where, other than in your own setup, 
the Federal Insurance Cor poration, I will call it that, where the 
Government or a private corporation has no board of directors, but 
is controlled by another agency or corporation ? 

Mr. McAtuister. Well, I would agree, Mr. Brown, that in private 
business your banking operation would be conducted by one group 
of people and there might be an interlocking directorate, but there 
would be another separate entity, as far as the board of directors is 
concerned, that would conduct an insurance corporation. 

I would admit that a counterpart of this wouldn’t be found 
private business. 

Mr. Brown. Now do you object to or approve of the idea that you 
have a separate board for the Insurance Corporation, as suggested in 
this plan ’ 

Mr. McAtuisrer. Let me say, Mr. Chairman, and members of this 
committee, that I am expressing my personal opinion. I have been 
in business a good many years and my judgment hasn’t always been 
right. I have been wrong at times. My feeling about this 

Mr. Brown. Only Members of Congress are always right. 

Mr. McAtuisrer. Thank you, sir. 

My feeling is that the advantages of this plan will be offset by the 
disadvantages. My personal feeling is that this plan will not be in 
the public interest. 

Mr. Brown. That is your personal feeling. Well, that is very 
frank and a very honest, forthright statement. And it is quite help- 
ful to have your views. Now, when the Federal Home Loan Bank 
grants charters— 

Mr. McAuuister. Yes; we grant charters for federally chartered 
associations. We have nothing to do with the granting of charters 
for State-chartered associations. 

Mr. Brown. I understand that. Would you grant a charter to a 
savings and loan association which didn’t have a board of directors, 


Mr. McAllister ? 
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Mr. McA uster. No, not only that, but we study their proposed = | the 
board of directors and we scrutinize that list and get credit and finan- | tor 
cial reports on the men proposing to form the institution. 4 W: 

Mr. Brown. You insist on that for the associations you charter? ' maa 

Mr. McAuuister. Yes. In granting charters, the Board considers ™ con 
the character, the financial standing, and the standing in the commu- — po 
nity of the applicants. That is one of the prime considerations. ~ rec 
Another is: Is there an economic need in that community forasavings 7 I 
and loan association. A third is: Will the chartering of that institu- — the 
tion adversely affect other existing thrift and home financing institu- the: 
tions; and finally: Is the setup with regard to this particular institu- ~ whi 
tion such that we believe it has a reasonable chance of successful opera- | M 
tion. ™ o1 

Mr. Brown. Now, as I understand this setup—and it is a little diffi- = © aa 
cult to understand at times—(I sat on the second Hoover Commission | ean 


and heard some of the reports made by the task force and studied it), (9 con 
part of the time you and the others on this Home Loan Board sit as pec 
members of the Board and part of the time you sit really as members) © and 
of the Board of the Insurance Corporation. ™ oft 


Mr. McAuuister. That is right, as trustees of the Insurance Corpo- 
ration. 

Mr. Brown. Well, that is the way I understood it. Now—once 
you take off the hat of being a Board member and become a direc- 
tor in the Corporation with the other hat on—do you keep separate 
minutes of each operation ? 

Mr. McAuuister. No, we do not. The minutes are kept jointly 
because they are joint actions of the Board. And let me say to you 
that when 

Mr. Brown. Well, that isn’t what the law says. Didn’t they create 
pie different entities? One is an insurance corporation and the 
other 

Mr. McAtutsrer. I will have to ask counsel about that. 

Mr. Brown. They were created at different times, and for different 
purposes. 

Mr. Creieuton. Since the organization plan of 1943, there has been 
only one board, the Federal Home Loan Bank Board. Prior to 1947, 
the original setup, there were two boards. 

Mr. Brown. | understand that. That leads to another question. 
So when you insure one of the building and loan associations, you in- 
sure as the Home Loan Bank Board, rather than as the Insurance 








Corporation 4 char 
Mr. McA.uistrer. Yes, sir. k Mi 
Mr. Brown. Then the Insurance Corporation, to all intents and | Mi 

purposes, just doesn’t do anything ? @ pron 
Mr. McAtuisrer. Let me explain to you that they do. When the | Mi 

application comes in, we have the Division of Federal Savings and “J you, 

Loan Associations make a very careful check. First of all, let me say Bank 

that the application goes to the district bank. We have 11 Federal 9 mine 

home-loan banks and if somebody in Ohio wants to get a charter, that “9 auth 
application has to go to the Cincinnati bank. The Cincinnati bank | Mr 
will make an investigation, a field investigation, and get credit reports move 
of the applicants. They then prepare that report and submit it to as tru 


their board of directors, consisting of the 8 elected directors from Mr 
does 
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the business and the 4 appointed by ourselves. That board of direc- 
tors recominends either for or against, and then it comes to us in 
Washington and our Division there, ignoring the action of the bank, 
makes a “full and complete inv estigation of its own, and after they have 
completed it, then they submit the application to the Insurance Cor- 
poration, who likewise have their staff analyze and submit their 
recommendation. 

Mr. Brown. Do you grant the charter first and then submit it to 
the Insurance Corporation, or do you insure it first and then grant 
them the charter? Which do you ‘do first? I am trying to find out 
whether it is the chicken or the egg that comes first here. 

Mr. McAuuister. Well, if you will permit me, I will follow right 
on through this. The Insurance Corporation makes its study and 
analysis as to whether or not its judgment is that the group of appli- 
cants are entitled to a charter. They submit a written report. They 
concur in the prior recommendations or they disagree with the prior 
recommendations. All of that information then comes to the Board 
and the Board then studies the information. The report of the officers 
of the district bank, the directors of the district bank, our Savings 
and Loan Division, and the action of the Insurance Corporation. 

Mr. Brown. Then whichever way you do first, if you grant the 
charter first, the insurance is sure to follow, or if you issue the insurance 
first, the charter is sure to follow; is that right? 

Mr. McAtuisrer. Well, we don’t do either one of them that w ay, 
Mr. Brown. 

Mr. Brown. You do them simultaneously, is that it ? 

In other words, what I am trying to vet at is if one board does it 
all, why have two organizations, why call it two names? 

Mr. McAtuisrer. That is one of the reasons why I can’t say I am in 
favor of the plan. 

Mr. Brown. Would you favor a plan to eliminate this insurance 
part and let the Home Loan Bank handle it all ? 

Mr. McA uisrTer. . think the way it is being done, Mr. Brown, is 

very satisfactory. I don’t for 1 minute say that we can’t improve 
our technique or do a better job than we have done, bec cause we are 
no more than human, but I do not see an advantage in saying that we, 
as salesmen, are going out and selling a group of people into organizing 
a Federal association on an unsound basis. 

For long years there has been no promotion whatsoever, as far as 
the Home Loan Bank Board is concerned. The applications for 
charters originate in the areas and come to us, and we then screen them. 

Mr. Brown. You never suggest or originate them ? 

Mr. McAuuistrer. No, we don’t dothatatall. Weare not at all 
promotional. 

Mr. Brown. Now let’s go back here to the keeping of minutes. If 
you don’t keep separate minutes of the action, one, of the Home Loan 
Bank Board ; second, of the Insurance Corporation, how can we deter- 
nine, or you determine, when the Board is acting under its own 
authority and when it is acting for the Corporation ? 

Mr. Mc jesagaong Well, if under the law there is a differentiation, the 
movement we are acting for the Insurance Corporation we are acting 
as trustees. 

Mr. Brown. But if you have no minutes, it doesn’t show that, 
does it ? 
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Mr. McAuuister. The minutes fully reflect what we do. 

Mr. Brown. But you don’t keep separate minutes? 

Mr. McAuuister. It is true when the Board meets today they might 
say, “All right, we will take in such-and-such an association as a 
member of the bank system,” and it may be that that same association 
has likewise applied for insurance, and that will be approved. 

Mr. Brown. And if the General Accounting Office wanted to check 
the operations of either one, they would have to go to one source, the 
Home Loan Bank Board, and look, regardless of whether it was 
checking the Insurance Corporation or checking the Board. 

Mr. McAtuister. Well, that would hardly be necessary because the 
Insurance Corporation keeps its full record segregated of the actions 
of the Board that have reference to it. 

Mr. Brown. Now, does the Board or the Insurance Corporation, 
which is it, require examinations for insurance ? 

Mr. McAtuister. Both would have the right. 

Mr. Brown. Which one does it? 

Mr. McAtuister. Well, the Board handles all of the examinations 
through a Division of Examination. In other words, we have just 
one set of examiners. We have one supervisory department in Wash- 
ington while the examiners work out of 12 different districts. 

Mr. Brown. They both work for both organizations. 

Mr. McAuuister. They are the examining divisions. 

Mr. Brown. For both the Corporation and the Board ? 

Mr. McAtutster. Right. 

Mr. Brown. Whose payroll-are they on? That is always a good 
question around here. 

Mr. McAuuister. There is a separate budget itemization covering 
examinations and let me say to you that the examinations, though we 
have an authorization—— 

Mr. Brown. They are charged back to the institution. 

Mr. McAuuistrer. To the institution examined. 

Mr. Brown. Then they actually work for the Insurance Corpora- 
tion, I suppose, because the law provides, if I recall correctly, that 
the Insurance Corporation shall charge the cost of examinations to the 
association. 

Mr. McAtuister. Well, the results of the examination are fully 
available to the insurance corporation. As a matter of fact, they are 
examined and studied by the insurance corporation. It is just all 
one house. 

Mr. Brown. Now, do you require examinations of all applicants 
for insurance, every one of them ? 

Mr. McAtutsrer. We are now requiring eligibility examinations 
for all applicants. I will say to you that 

Mr. Brown. That is the auditing and examining of the records and 
so on, just like—— 

Mr. McAtuistrr. Let me say to you, however, that not until this 
year have we required examinations for all insurance applicants. 
We are doing it now. 

Mr. Brown. It is my understanding that regular examinations were 
discontinued in 1950. 

Now, they have been renewed, have they ? 

Mr. McAuuister. Yes, in the 1957 budget we have an allocation 
that will take care of that additional expense. 
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Mr. Brown. Now, do you have any insured associations to which you 
grant charters that have not been examined ? 

Be careful of your answer on that one. 

Mr. McAuuisrer. There may be a few. For instance, there might 
be some State-chartered associations that have been granted insur- 
ance during the course of the last 6 or 8 months that have not yet 
been examined by us. But let me say to you that 

Mr. Brown. What about those back in 1950 or 1951 ? 

Mr. McAuuistrr. No. 

Mr. Brown. They have been examined, and you have caught up 
with them now. 

Mr. McAtuister. Yes. 

The prior Board had the policy- of examinations at a 15-month 
interval, and when I came on the Board, I felt that that was too long 
an interval, and we reduced the interval on that to 12 months. We 
have not yet accomplished a 12-month interval. Now at the close 
of this fiscal year, we will be on an average of 13 months, and with 
the additional authorization for expenditures for examinations in 1957, 
at the close of 1957 we expect to be on a 12-month basis. 

Mr. Brown. Now, do you ever run into situations that cause you to 
go back and reexamine again within a few months? 

Mr. McAuuister. Yes, sir. 

Mr. Brown. Well, you are to be commended on that. 

Mr. McAtuitstrr. And I might say for the record that brings on a 
little difficulty as far as we are concerned because we have an authori- 
tation that does not contemplate that type of examination, and when 
we go into an institution and have to make a reexamination and if it 
costs us thirty or thirty-five thousand dollars, in spite of the fact that 
the institution might be charged for it, we have spent an authoriza- 
tion, and we are not ina position to respend that authorization again, 
so it will throw us behind on other examinations in that partic ular 
district if a thing of that kind occurs. 

Mr. Brown. Now, to your knowledge, Mr. McAllister, has your 
Board ever overruled the recommendations of the Insurance C orpora- 
tion in approving an insurance eae Has there ever been a 
time when you changed hats and also changed opinions, or anything 
like that ? 

Mr. McAuuisrer. I won’t say that it couldn’t be. I don’t recall of 
any instances, but I will just say this to you, sir: If in my judgment 
the staff of the Insurance Corporation made a recommendation that 
I didn’t think was sound, I would exercise my judgment and overrule 
them if I thought that was the right thing to do. 

Mr. Brown. Has the Board ever granted insurance on a conditional 
basis? 

Mr. McAuuister. Well, almost every insurance that is granted to 
a State-chartered association has a long string of conditions. In 
other words, those requirements have to be met before the insurance 
will be issued. 

Mr. Brown. That is mostly State? 

Mr. McAnuisrer. Yes, State chartered. Because as to the Federal- 
chartered associations, we set the standards as to the number of initial 
subseribers they have to get and the amount of subscriptions that 
must be pledged, and they have to deposit that in a bank and they 




























































































































































































Pee SL ee Ani 


54 REORGANIZATION PLAN NO. 2 OF 1956 


‘an’t start doing business until we issue them their charter, and 
membership in the bank system and Insurance Corporation. 

Mr. Brown. Now, when insurance is limited on a conditional basis, 
is there any limit on the liabilities ¢ 

Mr. McAuuister. No; the conditions are generally with regard to 
the basis of operation of the applicant. In other words, the appli- 
‘ant doesn’t keep a set of books that measures up to our standards 
or the applicant doesn’t make appraisals and make their loans ac- 
cording to our standards, so we set these requirements out. They are 
all specifically enumerated. 

Mr. Brown. Now, does the Insurance Corporation regularly receive 
and review copies of the examination reports made by your boards of 
examination ¢ . 

Mr. McAuuisrer. Yes; when the examination of an association is 
completed, whethey it is State or Federal, a report is prepared hy 
the chief examiner in the district, and we have 12 districts in the 
United States. He prepares that report, and if everything is routine, 
a copy of that report is then sent to us here at Washington. 

On the other hand, if there are some supervisory matters of a minor 
nature, the bank president notifies the institution what the require- 
ments are, and what the association needs to do. 

Mr. Brown. Now, I understand that is sent into Washington, but 
my question was, do the Insurance Corporation and you people on 
the Board serve as Directors of the Corporation in this instance, 
do you review these examination reports on a regular basis in every 
instance / 

Mr. McA uister. Yes, sir. 

Mr. Brown. In every instance / 

Mr. McAuuisrer. In every instance; yes. The examination report 
comes in to Mr. Bonesteel, who makes a record of it. It goes into the 
docket file and Mr. Weyman, the chief supervisor—wait a minute, 
you said every instance; I apologize. That is wrong. They examine 
and study a percentage of the examinations except any of them that 
are marked as subject to criticism, and then they examine those from 
stem and stern. 

In other words, every examination 

Mr. Brown. One is just a cursory examination and the other is a 
thorough one. 

Mr. McA.uister. Yes, sir. 

Mr. Brown. You are a very honest man. I want to congratulate 
you on your answer. 

Has the Board’s Division of Supervision ever received a request 
for a special examination made by the Corporation 4 

Mr. McA.uister. I can’t answer that question. I don’t know. 

Mr. Brown. Well, to your knowledge / 

Mr. McAuuister. Certainly not in the 3 years I have been there. 

Mr. Brown. Is the Insurance Corporation, as such, in a position 
to take prompt and necessary preventive action, or to be brought 
into the picture, when an insured association is in trouble, only at 
that time? 

Mr. McAuuisrer. Yes, let me say to you that there is a line of 
demarcation which was set out by one of the fomer board in 1949, 
and it endeavors to say in black and white just what the line of au- 
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thority is between the supervisory authority and the Insurance Cor- 
poration. 

All eases, all serious cases, where the supervisory department feels 
that there is any question with regard to the solvency, are unquestion- 
ably referred and c: alled to the attention of the Insurance Cor poration. 

Mr. Brown. Which is, of course 

Mr. McAuuister. It is us as trustees. 

Mr. Brown. And then you act as the Insurance Corporation in 
order to do something ? 

Mr. McAtuisrer. I mean it goes to the staff of the Insurance Cor- 
poration. There is no intermingling of staff. The Insurance Corpo- 

ration has a staff of its own. 

Mr. Brown. You direct the staff of the Insurance Corporation, the 
experts there, to move in and take what corrective action they can ? 

Mr. McAuuistrer. Correct. 

Mr. Brown. Now, just recently—and I think it was last night or 
the night before—I saw on television a picture of a lady of middle 
age, or past, who was being taken into a prison cell down here in 
Norfolk, Va., a Miss Mangum, I believe, who had been convicted and 
sentenced to 40 or 60 years, I forget for how long, a long term—I 
didn’t think she would last that long—for stealing $9 million or $3 
million from the Commonwealth Building & Loan Association, I 
think, in Norfolk. 

Now, the president of that concern, Roy Phillips, was quoted in the 
press as being quite critical, let me say, and expressed wonderment 
as to why the examiners had not discovered the shortage long before 
last December. 

Now, why didn’t the Board’s examiners, if that institution was 
examined properly, find this shortage? This woman didn’t appear 
to me to be too clever. How could she fool your examiners if a close 
and careful examination was made? 

Mr. McAutuister. Well, Mr. Brown, that is a proposition over which 
I blush a little bit. 

Mr. Brown. We don’t want to embarrass you. 

Mr. McAuuistrer. That is all right. I am here to relate the facts 
as is. 

Mr. Brown. We are just trying to get the picture of this thing. I 
think every member of this committee and every Member of Congress 
is interested in this problem. 

Mr. McAuuister. I will try to answer it correctly. 

In the State of Virginia, for long years, there was only one savings 
and loan examiner. “For ’the last few years—and I can’t say how 
many years, but for the last 2 years anyway there have been 2 exam- 
iners, savings and loan examiners, in the State of Virginia. The 
Commonwealth is a State chartered association that is insured by the 
Insurance Corporation. 

Mr. Brown. It comes under your jurisdiction ? 

Mr. McAruister. Yes. 

The examinations were conducted on the basis of procedures agreed 
upon long years ago between the Board and the respective State 
supervisory authorities. I don’t know exactly, but I think that per- 
haps five Federal examiners was the maximum that we could take 
into a State-chartered institution. 
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Mr. Bonesteel tells me that is so. He is in charge of Division of 
Insurance Examinations. 

So we have a total of 7 men to go into an institution that has a 
home office, 3 branches, and an agency. An examination to be 
propenyy conducted, would require men to go into each of those 

ranches and into the agency and into the home office, simultaneously, 
in sufficient number to take over all of the cash and count it instantly, 
at one time. 

Mr. Brown. You were not able to do that? 
ee McA.uisrrr. That was not done previously in the State of 

irginia. 

Mr. Brown. In other words, you haven’t been sufficiently staffed 
or what to do that? 

Mr. McA.uisrer. I am perfectly willing to assume responsibility 
as far as the Board is concerned because of the manner in which 
agreements had been made previously for the conducting of the exam- 
ination of the State-chartered insured institutions. 

Mr. Brown. How long before December, when this thing was dis- 
covered—and I presume it was your men who found it, I don’t know— 
how long before that had there been an examination ? 

Mr. McAttister. The previous examination report had been com- 
pleted in November. 


Mr. Bonesteret. Then on December 16, 1955, we went in by our- mac 
selves without the State department, with an adequate staff to do and 
everything. to t 

Mr. Brown. You mean in November you approved it? = Cor 

Mr. Bonesteet. No; we completed the prior examination. ’ theo 

Mr. McAuuister. Mr. Brown, the examination that was jointly 4 000 
made, as I told you, in an inadequate manner, was completed in | cove 
November. asse 


Mr. Brown. And then the findings were made in December? J Cory 
Mr. McAuister. After that we received information that led usto | $80, 
believe that a real proper examination had to be made in that par- 4 save 
ticular instance. . any 


Mr. Brown. It hadn’t been made. In other words, in November | tutic 
this examination was not a thorough and proper examination. 7 M 
Mr. McAuuister. The November examination was the best we could 9}  actec 
do in the light of the prior commitment and agreement with the State. © M 
Mr. Brown. In how many other instances do you feel, or find, that © M. 
you haven’t been able to make a proper examination that would = orga 
guarantee the safety and solvency of an institution and so on? MD 
Mr. McAtuister. I am glad to say that there are very few States assis 
in which the condition with regard to examinations is unsatisfactory. “§ even 
The Board has asked Mr. Bonesteel, and he has prepared a statement © Mi 
of the changes and corrections that he feels are necessary and those } Wron 
changes and corrections. He has been authorized to enter into agree- loan 


ments with the respective State departments to effect the desired 
damages, and I can assure you, out of this experience we will be able 
to give an unqualified O. K. on our examinations hereafter. 
Mr. Brown. To go back to my original question, how long before 
November or December was the last preceding examination ? 4 
Mr. McA uisrer. It was probably started the first of October or | 
the first of September. 
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Mr. Brown. You mean you had one every month ? 

Mr. McA.uister. No. 

Mr. Bonrsreet. Every year, and they were never more than 30 
days apart. 

There was no surprise element. We had to follow the State’s 
itinerary. 

Mr. Brown. And all through the year these examinations did not 
reveal the defalcations of this lady ? 

Mr. Bonestret. They were never real examinations. 

Mr. Brown. In how many other instances does that situation exist 
where there are not real examinations ? 

Mr. Bonestereu. Very, very few. 

Mr. Brown. Now, who within the organization down there, either 
the Home Loan Bank Board, or the Insurance Corporation, were 
responsible for seeing that the Commonwealth took corrective ac- 
tion? I understand the people’s money was finally protected down 
there. Somebody took over. 

Mr. McAtuister. Yes, sir; when it became apparent that there was 
a defalcation and then in the course of time that the institution was 
insolvent we took over and 

Mr. Brown. As the Insurance Corporation ? 

Mr. McAuuister. Yes, a deal was made whereby the assets were 
made whole and were sold to another savings and loan association 
and the liability of the savings accounts were likewise transferred 
to the other institution. The net result of that was the Insurance 
Corporation made a contribution of about $400,000. That is the 
theoretical maximum amount of our loss in connection with the $2,900,- 
000 defalcation. We have recovered properties and we have re- 
covered, well, I won’t enumerate them, bonds and a number of other 
assets to where it is the judgment of the manager of the Insurance 
Corporation, Dr. Husband, that the maximum loss will not be over 
$80,000. May I say in connection with that, sir, that not only did no 
saver in that institution lose a penny, but they likewise didn’t have 
any interruption in the earnings of their investment with the insti- 
tution. 

Mr. Brown. And in this Commonwealth case, then, your Board 
acted solely on behalf of the Insurance Corporation ? 

Mr. MoAtister. Yes, sir. 

Mr. Brown. You had no other jurisdiction because it was a State 
organization. 

Mr. McAuuister. Yes, and this examination was made without the 
assistance of the State department. As a matter of fact, we didn’t 
even say anything to the State department about it. 

Mr. Brown. No, as I understand it, Mr. McAllister, maybe I am 
wrong, the Home Loan Bank Board, uses the presidents of the home 
loan Done out in the different districts as supervisory agents, is that 
correct 

Mr. Brown. Then, these banks also extend credit to the various 
insured associations, don’t they ? 

Mr. McAttister. Yes. 

Mr. Brown. These loans, then, are in effect insured by the Federal 
Savings and Loan Associations, isn’t that so? 

Mr. McAuuister. It is stretching a point. 

Mr. Brown. It is either true or false. It can’t be half way. 
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Mr. McA.uister. Yes; if you are going to go all the way down the 
alley that far the answer is “ Yes.” 

Mr. Brown. Well, we want to go the whole way down the alley, 
you will find that is the habit of these investigating committees. Isn’t 
there a possibility there of conflict of interest in the bank presidents 
supervising on behalf of the Board and the Corporation, the same in- 
stitutions to whom they lend money, isn’t there a possibility of a 
serious conflict of interest here ? 

Mr. McAuusrer. I will agree that there is a theoretical possibility 
of conflict of interest. 

Mr. Brown. We have heard some of these WOC’s say the same 
thing. 

Mr. McAuuistrer. From an actual standpoint I don’t agree with 
you. I will say this to you. There is and has been a group of peo- 
ple in the savings and loan business who have questioned the desir- 
ability of having the bank presidents as supervisors and when I came 
on the Board I didn’t see eye to eye with that point of view at all. I 
couldn’t figure out what was the basis for a conclusion of that kind, but 
after I had been on the Board for 3 years, I will admit that I can see 
the possibility. I am expressing my personal opinion, the possibility 
of a conflict of interest, but it is not going to come about as you think, 
Mr. Brown. It will come about or could come about in this way, in 
my opinion: The president of the bank is elected by the board of 
directors and the salary of the president of the bank is determined by 
the board of directors, within limitations. His election and his salary 
all are subject to approval of the Board in Washington, so we have 
control. But in theory it is possible to believe that the manager of 
an association whose operation is not as good as it ought to be, and is 
subject to supervisory criticisms, proceeds to get himself elected to 
the board of the bank. As director he proposed that the bank presi- 
dent’s salary be increased and in that way attempts to curry favor 
of the bank president. 

Mr. Brown. That happens in private corporations, I understand. 

Mr. McAuuisrer. I can say to you of my knowledge that it has 
never happened and I have no feeling that it ever will occur. I don’t 
regard it asa vital danger today, but I am going to admit that in theory 
it is possible. The supervision was handled the way it is handled. It 
was probably done as a matter of convenience and a matter of econ- 
omy. Perhaps in the future it will be right and proper to effect a 
division between the supervision and the bank presidents themselves. 

Mr. Brown. Well, I appreciate that statement, sir. Now, in the 
commercial banking field the Congress has always fought to preserve 
what we call the dual-banking system, and that is the reason why I 
think Congress did not place the Federal Deposit Insurance Corpora- 
tion either under the Comptroller of the Currency or under the Fed- 
eral Reserve Board. Do you believe it is right that the Federal Home 
Loan Bank Board which charters and primarily represents these Fed- 
eral home-loan associations, should be able to control State associations 
by using the authority of the Insurance Corporation? That question 
was submitted to me by a State-dominated, or licensed, insurance 
company. 

Mr. McAtuisrer. Let me say to you that my background, Mr. 
Brown, is as a manager of a State-chartered association. I wouldn’t 
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have had a Federal charter if you had given it to me. That is my 
personal feeling about: it. 

Mr. Brown. Well, you have more money in Texas than we have in 
Washington, I agree with that to start with. 

Mr. McAuuisrer. Thank you kindly. I hope we won’t spend it 
quite as liberally. 

Mr. Brown. Well said. 

Go ahead. 

Mr. McA.uister. But I don’t believe in spite of the fact that some- 
one has given you that question, I don’t believe that there is a justi- 
fiable criticism on the part of anyone that the Board in Washington 
prefers or plays favorites with Federals over State chartered. If 
there is—and I might say to you that I had a letter from Mr. Leet 
of New York, who is connected with the New York banking depart- 
ment, not too long ago in which he stated that there were certain 
criticisms by virtue of that type of—— 

Mr. Brown. Then, you are cognizant of that? 

Mr. McAuuister. Yes; and I immediately wrote him asking that 
I be given the name and date and place; we will be glad to investigate 
it. I don’t believe that there is as much if any of that today, though 
there was 15 or 20 years ago, and there is a reason for that, Mr. Brown. 
Today we are not out promoting the development of the savings and 
loan business. Twenty years ago they had a promotional department 
and they were organizing new Federal charters, but many State- 
chartered associations were being converted and it is said encourage- 
ment was given to State-chartered associations to convert into Fed- 
erals. We don’t do that. 

Mr. Brown. That practice has stopped. 

Mr. McA xuister. That is all a thing of the past. 

Mr. Brown. Now, would you or would you not think it preferable 
to follow the principles of the dual-banking system in connection 
with savings and loan matters? 

Mr. McA.uister. Well, I have already made my statement that I 
do not favor this division. Let me say to you that there isn’t any 
such thing as putting on one hat and putting on the other hat. We 
are not like a salesman that goes out representing a wholesale house 
selling a bill of goods and then has to have that bill of goods O. K.’d 
by the credit department. Every time an application comes into us 
for insurance or for permission to organize a Federal association we 
are thinking of the overall picture all of the time, saying is that going 
to increase the risk of those already in business? Is there a need 
for that group of people? Are those the kind of folks who will con- 
duct business on a high plane of ethical competition or are they folks 
who are likely to indulge in unsound practices that will be irritating 
and perhaps dangerous from the point of view of the insurance cor- 
poration’s risk? May I just offer this one thought: If we had the 
Home Loan Bank Board out promoting the organization of Federal 
associations as we have the right to do, but we don’t, but we charter 
them, and over here was the trustees of the insurance corporation, 
when we organize a Federal, it has to be insured so that there would 
have to be a very close relationship between the two. You would 
almost have to work together, otherwise the Home Loan Bank Board 
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might find itself in the position of saying to a group of people, you 
can have a charter and the trustees of the insurance company saying 
you can’t have insurance. I believe with a single board there is a 
closer relationship and keener sense of responsibility to see that the 
discriminating action is taken and the right selection is made of those 
chartered and insured than if the Home Loan Bank Board were just 
promoted to go out helter-skelter, develop the business, issue new 
charters, and have no responsibilities of an insuring, underwriting 
nature as trustees of the corporation. 

Mr. Brown. Lappreciate that statement. I am happy to hear a man ’ 
in Government make a statement like that, and now I am on my final a 
question. I have taken too much time. I appreciate the courtesy the = | Per 
committee has shown me, but out in my home State, where, as I men- : a 
tioned a moment ago, we had some sad experiences a few years ago 
I think we have as fine and as safe and sound and conservative a group 
of buiiding and loan associations as are to be found in any State in the 
Union. They are pretty conservative as far as the type of loans they 
make, and the appraisals they base their loans on, and the percentage 
of value that they loan on, and all this and that. They are also pretty 
conservative on the amount of interest they pay. 

Now, do you give any attention at all to these associations that you 
insure and supervise as to their loaning practices, and their appraisal 
practices, and the interest they pay to the depositors? 

Mr. McAuuisrer. Yes, sir. 

Mr. Brown. Did you ever shut anybody off because you found them ae 
doing too much, ever cancel any charters or say, “We won’t insure Waa 
vou any longer”? S fae 

Mr. McAuuistrer. Well, no; we don’t think that is quite the right 
approach to it. We think the better thing to do is to correct, if we of it 
can correct and if we can’t correct to change management, but we don’t cal 
believe in canceling insurance because that would have a bad effect -r 
upon the people doing business with the institution. a 

Mr. Brown. Mr. McAllister, I make the honest part of my living what 
out of the newspaper business and we get ads out in the Ohio news- . rt i 
papers every once in a while from these loan associations outside the M 
State offering to pay 4 and 41, or 5 or 514 percent; and I think in aad 
1 or 2 instances, as high as 6 percent, on deposits. How far do you go 
with these high-interest-paying associations that seek their money 
any place they can find it, and seemingly lend it about any place they 
‘an lend it on any rate or any basis they can get. What is the highest 
rate you know of ? 

Mr. McAtursrer. The highest rate of any insured association I know ent 
of is 5 percent and if you went in there today and offered them $5,000, 7 sail 
they would say to you, “I am sorry, Mr. Brown, we have all the money 7 Pollo 
we can take care of.” I don’t approve of that type of operation. | ae 

Mr. Brown. They have a good reserve. 

Mr. McAuuister. Yes. 
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Mr. Brown. And part of the 5 percent is made from reserve invest-  ~ i 
ments, I suppose. Me 
Mr. McAvuisrer. That helps. Now, that association is not going 4 onal 
out advertising. Those associations doing the flamboyant advertising Mr 


vou are talking about are not insured associations. 
Mr. Brown. A lot of them say “insured” or “guaranteed by the 
United States Government.” They love to put that in. 
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Mr. McAtuistrer. Of course, we don’t permit them to say “insured 
by the United States Government”; that is, if we know about it. 

Mr. Brown. Well, “guaranteed, Government insured.” 

Mr. McAuuister. If they say insured by an agency of the United 
States Government they probably are insured. 

Mr. Brown. Do you ever catch any of them saying they are insured 
that aren’t, do you proceed against them ? What we are thinking 
about is the welfare of the people, as well as the welfare of your 
organization down there. 

Mr. McAuuisrrer. When I first came on this Board I was very much 
concerned with this proposition of the associations advertising rate. 
Personally, [ don’t believe in advertising rate, but they do and we were 
particularly concerned about the practice you are talking about, an 
association in this area moving over to an area where interest rates and 
dividend rates are lower and trying to draw money out to upset the 
local condition. So we tried to get a regulation through that would 
prohibit an association from advertising rate outside of its lending 
area. An association’s lending area is 50 miles from the home office. 

Mr. Brown. It can’t lend at any farther distance than that? 

Mr. McAxuisrer. There are limitations. It can under certain con- 
ditions, but generally speaking, we will say 50 miles, generally, is its 
lending area. We were going to pass a regulation prohibiting an 
association from advertising rate outside its le nding area and we pro- 
ceeded to publish it in the register and so on and before 1 very long it 
attracted the attention, you being a newspaperman, of the American 
Newspaper Publishers Associ: ation and they in turn got the Depart- 
ment of Justice interested in it and we were called on the carpet by the 
Antitrust Division of that Department and lo and behold the upshot 
of it was, we were informed by Justice that the regulation should be 
passed because it would be in restraint of trade. 

Mr. Brown. But some newspapers refuse such advertising, too, I 
want to mention that. Now the last question: Do you ever investigate 
what might be considered bad lending practices, ‘overappraisal, ete, 
and, if so, what corrective action have you taken ? 

Mr. McAuuister. We could probably improve our operation in 
connection with that phase of our work. When an examination is 
made, a percentage, a sampling of the new loans made over the recent 
period of time, let us say 90 days or 120 days is taken out, just the cards 
as to the appraisal, the amount of the loan, and so on, and someone of 
the examining crew who has had perhaps a little more experience in 
that community or who has had some little judgment with reference to 
real estate values makes a cursory examin: ation or appraisal of those 
properties. During the course of the examination if the institution 
follows unsound lending practices, especially with regard to construc- 
tion loans, that will almost always be reflected in the way in which they 
keep their books. We have a signal. 

Mr. Brown. Do you ever cancel insurance on that account? 

Mr. McAuuister. No, sir; but we have changed management. 

Mr. Brown. You have forced the local org: anization to change man- 
agement and stop their bad practices? 

Mr. McAtutster. Yes, sir. Now, if we find the institution is in- 
dulging in what appears to be unsound lending practices, we then will 
get ‘local appraisers to make the appraisals of those properties. If 
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their appraisal indicates that the feeling that the examiner had about 
it is correct, we will take corrective measures. 

Mr. Brown. Of course, it is not unusual for builders, for instance, 
to shop around for the best loan and borrowers. 

Mr. McAuutster. That is right. 

Mr. Brown. That is a usual practice. I want to thank you, Mr. 
McAllister. You have been one of the most fluid and frank wit- 
nesses that I have ever heard before this committee; and I want to 
thank you, Mr. Chairman, and other members of the committee, for 
your courtesy in letting me ask these questions. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascem. Mr. McAllister, don’t the Board and Corporation 
have one overriding thing in common, and that is the financial sound- 
ness of the institution for which it has the responsibility and that 
would exist whether you operated under the present system or the 
proposed system / 

Mr. McAtuisrer. Yes. 

Mr. Fasceti. And there would be no way to divorce that from 
either one of these groups, would there? 

Mr. McAuuister. I shouldn’t think so. 

Mr. Fascetu. In other words, while the Board examines with re- 
spect to whether or not a charter shall be granted, it also continues 
to supervise to see that the applicant after having been granted the 
charter is still doing a job and protecting the public with respect to 
the financial soundness of that institution. 

Mr. McAuuisrer. Yes. 

Mr. Fascetz. And the Insurance Corporation has to do the same 
thing. 

Mr. McAuuisrer. Yes. 

Mr. Fascei. And the only way that could be done is by examina-- 
tion, supervision, and inspection. 

Mr. McAuuister. Right. 

Mr. Fasceti. All that is now being done under the present plan 
as you testified about every 13 months, and what do you call that, is 
that an audit or inspection, or what? 

Mr. McAuuister. Examination and audit. We examine and audit 
every association except certain associations that follow practices that 
meet our requirements where the audit is dispensed with. In other 
words, if the association has an audit conducted by local CPA’s along 
a plan we have outlined, then their work is acceptable and we accept 
that and the audit is not then conducted by our examiners. 

Mr. Fascetit. Do you know of any factor or circumstance which 


makes it imperative that the proposed plan be adopted now? q men 
Mr. McAuuister. No, sir. ™ nati 
Mr. Fascetu. If the plan were not adopted and were disapproved ¥ tion’ 
by the Congress, would any harm or injury result ? hr 
Mr. McAuiister. None that I know of. = with 
Mr. Fascett. Do you know of any protection which can be given — So 
under the proposed plan which cannot be taken under the present Fg fey 
setup or provided under the present setup ? Mi 
Mr. McAuuister. None, sir. Me ooccur 
Mr. Fascetu. If the proposed plan were adopted, what would be > the |} 


effect on administrative budget in terms of percentages? it ha 
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Mr. McAtuisrrer. The Insurance Corporation’s budget today in 
round numbers is a million dollars. We can’t estimate what the 
increase in budget would be with any degree of accuracy because we 
haven’t assumptions that have been agreed upon as to how the opera- 
tion would be conducted. Assuming that the Insurance Corporation 
would have to supervise a certain group of the associations, let us say 
the State-chartered insured associations, the cost of the Insurance 
Corporation’s budget would go up about 40 percent. ‘The Federal 
Home Loan Bank Board’s budget is today met in round numbers, 10 
percent as a donation from the Examining Division, 40 percent by 
the Insurance Corporation, and 50 percent by the bank System. When 
the Congress ney izes us to spend a million dollars, a hundred thou- 
sand dollars of it comes out of the Examining Division, $400,000 
comes from the iaenet Corporation, and $500,000 from the bank 
System. 

If there would be a separation and separate trustees for the Insur- 
ance Corporation, the Insurance Corporation would supervise the 
State-chartered insurance association; they estimate their cost would 
go up about 40 percent. I can’t conceive of any substantial decrease 
in the cost of the operation of the Board itself by this divorce and 
that would then mean that the bank System would have to pay the 
additional 40 percent that the Insurance Corporation contributes 
today, so that the cost, taking the figures of a million dollars, the cost 
to the bank System would be $900,000 instead of § 500,000; the cost. to 
operate the Insurance Corporation would be $1,400,000 instead of a 
million dollars. That is about the way we figure it. 

Mr. Fasceti. Now, from a practical standpoint if this proposed 
plan were put into effect, it would be almost necessary for the Board 
and the Corporation as separate entities to work together. 

Mr. McAuuisrer. Oh, yes; they must work closely together. 

Mr. Fascetn. And it would almost be a practical necessity for 
examination staffs to be one or at least to have some arrangement as 
to alternating their examinations ? 

Mr. McAurister. If we were to place the examinations of the Fed- 
eral associations since they get their charters from the Home Loan 
Bank Board, with the bank Board, there are 1,700 such associations. 
There are 1,900 insured State-chartered associations. So, for the sake 
of illustration let’s say that would divide the examining force. 

For instance, in Little Rock and in Topeka, the examining staff con- 
sists of 18 field examiners. If a divi ision were made it would probably 
be on the basis of 9 and 9, Then if in Little Rock it became necess: ry 
to examine a large Federal in that district, there would be only nine 
men and they would probably need twice that many to make the exam- 
ination so they would have to either borrow the Insurance Corpora- 
tion’s examiners or bring Federal examiners in from some one of the 
other districts and pay ‘the additional travel expenses in connection 
with it. 

So it would be very, very difficult. It would bring up, well, quite 
a few difficulties to work out. 

Mr. Fascetn. Now, you have pointed out one possibility that might 
occur if this separation took place, and that is that you would have 
the Board chartering the institutions, but under the present plan 
it has a brake because it also has to provide the insurance, but if 
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this plan were to go into effect the Board would not concern itself 
in any manner or degree with whether or not the application could 
ever meet the insurance requirements. That is a possibility; isn’t it? 

Mr. McAuuisrer. Yes; except that the Board would then be in the 
embarrassing position of saying to a group of people, “We will give 
you a charter” and then the Insurance Corporation would deny them 
insurance. 

Mr. Fascetu. So as a matter of fact, if under the proposed plan 
an applicant had, and it doesn’t say and I don’t know how it would 
work, if the applicant had to go to the Board first and get his charter, 
he still wouldn’t be in business because then he would have to go to 
the Insurance Corporation and get insured. 

Mr. McAuuister. Right. 

Mr. Fascetu. And I don’t know under the plan whether he would 
have to go to the Insurance Corporation first or the Board first, or 
he would get them both simultaneously and there is no assurance to 
the applicant, so actually what this plan means is as far as any new 
institution is concerned, they have to meet two separate and distinct 
requirements which may or may not assure him that he will get that 
charter. 

Mr. McAuuisrer. Correct. 

Mr. Fascey. So it is actually throwing another block in the path 
of any proposed Federal savings and loan association, that is what 
the practical effect of this plan would be. 

Mr. McA twister. Correct. 

Mr. Fasceti. Now, there is another danger; is there not? In the 
event of a defalcation or a question of solvency in an examination and 
you have an institution that is in trouble, under the present system 
the Board and the Insurance Corporation having the joint respon- 
sibility move in at once. No question arises as to who would do what 
first; isn’t that correct ? 

Mr. McAuwuister. Yes, sir. 

Mr. Fasceii. Your primary concern is to protect the shareholders 
of the savings and loan association, to maintain the confidence of 
the public in this type of institution. And so under the law you 
have several things you could do and I believe you have already enu- 
merated them, and as far as I can determine in every case that has 
come up under the present system it has been handled, I think, with 
one exception without too much controversy. 

Mr. McAuuster. I trust that controversial case will be eliminated 
soon. 

Mr. Fasceiy. But isn’t it true, Mr. McAllister, if this proposed 
plan went into effect, you would have a very real problem from an 
administrative standpoint and from the standpoint of protecting the 
shareholders and maintaining the public confidence and doing the 
things required under this law, you would have a real problem if you 
had a board on one hand, an insurance corporation on the other, and 
somebody’s examination turned up the fact that here was a shaky 
outfit and we better move fast? Question: Where does the responsi- 
bility of the Board lie in this thing? Do they go in there and yank 
this guy’s charter because he has violated the law and hasn’t done the 
right thing; and if they do, what will be the impact on the commu- 
nity, on the shareholders; when they yank that? On the other hand, 
the Insurance Corporation is going to say we better move in here with 
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all speed and act as a receiver and make these assets whole, and then 
the Board is without any action with respect to doing what its respon- 
sibility might be under the law; is that a real possibility ? 

Mr. McAuuister. Well, there are all manners of difficulties and con- 
flicts that can arise with two boards. 

Mr. Fascetu. Well, let me ask you this on the proposed plan: What 
responsibility or right would the Board have in the event of a shaky 
institution ; what is its responsibility ? 

Mr. McAuutsrer. I don’t suppose the Board would have respon- 
sibility. 

Mr. Fascetn. They could terminate the charter, and that is the only 
right they would have ? 

Mr. McAtuister. Yes. 

Mr. Fasceri. And if they did that and they acted independently 
and we have two separate institutions and the Board was acting in its 
best judgment and doing what it is required to under the law and 
they find after an examination that the management of that institu- 
tion has not followed the law, then it would be their responsibility to 
yank the charter; isn’t that right? 

Mr. McAuuisrer. Well, I don’t know what would happen in that 
event, because under the law the insurance would still be in force. 
The shareholders of the institution would be protected. 

Mr. Fasceuu. If the insurance institution moved in first? 

Mr. McAuuister. As the law stands now, the Insurance Corpora- 
tion can’t cancel its insurance except on 2 years’ notice. 

Mr. Fascenz. It would have to follow 1 of the 5 steps set out in 
the law ? 

Mr. McAuuister. Yes. 

Mr. Fascety. But the only question I raise is there is a possibility 
that there might be a conflict of administrative responsibility in the 
event this plan went into effect and you found an institution in 
trouble, whereas experience has taught us under the present system 
in almost all cases the shareholders have been protected and the public 
confidence has been maintained and there has been no question about it. 

Mr. McAuuisrer. Since the Insurance Corporation has been in force, 
in existence, there have been altogether 38 cases, associations, that have 
been problems, and 29 of them have been taken care of by contribu- 
tions, 7 by receivership, and 2 by purchase of assets. 

Now, those losses to the Insurance Corporation are somewhere in 
the neighborhood of $5 million altogether and on the basis of the 
Insurance Corporation’s cumulative income those losses represent 2.1 
percent of income. 

Currently the Insurance Corporation has an income of about $25 
million a year, about $500,000 in round numbers is its expense of 
operation, and about $400,000 is its contribution to the Board for 
the Board’s expense, so we will say that the Insurance Corporation 
has a net income of $24 million. 

Out of that is paid to the Federal Government, at the rate deter- 
mined by the Secretary of the Treasury, interest for the remaining 
$54 million of Government capital. The remainder of that is net 
earnings of the corporation and all of those net earnings go into 
reserves. Half of them, however, are being paid to the Federal 
Government today in retirement of the capital. 
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There is no way by which the reserves of the Insurance Corporation 
could be increased more than they are today unless the Congress would 
raise the insurance rate above the one-twelfth of 1 percent being 
charged now. 

Mr. Fasceii. You anticipated my next question. You go right 
ahead. That is exactly what I wanted to find out. In other words, 
you have all of the reserves under this system we can possibly get 
based on the earnings ? 

Mr. McAuuister. Correct; because the entire net earnings of the 
Corporation are allocated to reserves. They must continue to be allo- 
cated to reserves until the reserves reach 5 percent of the savings, at 
which time the question could be considered as to whether or not the 
rate would be reduced. The rate at which the savings and loan busi- 
ness has been growing and the fact that the Insurance Corporation 
is taking half of its net earnings and paying them to the Federal 
Government in retirement of the capital has resulted in a decline of 
our reserve ratio to risk. However, the Corporation has been doing 
a splendid job, has been economically operated, and has been adding 
the maximum amount to reserves and there would be no way in which 
we could increase the amount of allocation to reserves. 

Mr. Hortrrevp. Although your reserves have been going down, your 
paying off of the capital stock has been going up, which in a sense is 
a discharge of a liability. You have paid off $46 million. 

Mr. McAuuister. Yes. 

Chairman Dawson. Mr. Jonas. 

Mr. Jonas. Mr. McAllister, leaving aside the question of lack of 
tenure proposed for the trustees and the failure to recommend that 
the trustees come from both sides of the political fence, what difference 
is there in this plan and the situation that obtains with respect to 
commercial banks where you have a complete divorcement of activities 
between the Federal Deposit Insurance Corporation and the Office of 
the Comptroller of the Currency who issues charters ? 

Mr. McAuutster. Well, I don’t know whether I am too well posted 
in answering that, but the Comptroller of the United States is the one 
who issues charters for national banks. His responsibility is to see 
that those banks are examined. He has an Examining Division to 
render that service to the national banks. Then all national banks and 
certain State-chartered banks are members of the Federal Reserve 
System and they in turn can be examined by the Federal Reserve 
examiners. Then there is a big group of State-chartered banks that 
are not members of the Federal Reserve, but whose accounts are in- 
sured and they are examined by the Federal Deposit Insurance Cor- 
poration. All national banks, as well as all Federal Reserve members, 
are insured. The Federal Deposit Insurance Corporation can exam- 
ine national banks and Federal Reserve members, though it is not done. 

Mr. Jonas. Isn’t that situation exactly similar to yours? You have 
to insure all Federal associations. They have to be insured under the 
law. 

Mr. McAuuster. Yes, sir. 

Mr. Jonas. But State building and loan associations do not have 
to be insured. That isa voluntary matter. Isn’t that exactly similar 
rf ~ sttuation you have just described that exists with respect to the 
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Mr. Bonesterit. No. May I say a word there?) FDIC examines 
those nonmembers. 

Mr. Jonas. I am not talking about examinations yet. I am talking 
about division of authority between the insuring agency, which is 
FDIC, and the chartering agency, which is the Office of the C omp- 
troller of the Treasury. 

Mr. McAuxisrer. Yes, sir; you are correct. The same similar ar- 
rangement is proposed under the reorganization plan. 

Mr. Jonas. Now don’t you think that the situation in the commercial 
bank area is satisfactory with this division of authority? Don’t you 
think it has proven to be a sound division of authority? 

Mr. McAuuister. I think it is working all right. 

Mr. Jonas. Why do you say in answer to Mr. Fascell’s questions 
that there would be too many complications involved here for this to be 
a satisfactory plan? 

Mr. McAuuistrer. Well, now let me say to you, Mr. Jonas, and to the 
other members of the committee, if adopted our Board believes that 
this plan can be made to work and if the plan is adopted we are going 
to do everything we can to see that it works as efficiently as possible. 

Mr. Jonas. But I understood you to say you unequivocally opposed 
this plan. 

Mr. McAuuistrr. I don’t approve of the plan. 

Mr. Jonas. What are your objections. First, tenure of the trustees 
and lack of bipartisianship ¢ 

Mr. McAuuistrer. That doesn’t interest me. 

Mr. Jonas. What are your objections, then ? 

Mr. McAuiisrer. I believe with the setup we have at the present 
time the savings and loan business will be better served than under 
the proposed change. 

Mr. Jonas. Would you then advocate putting FDIC in Treasury 
or keeping it independent ? 

Mr. McA.uisrer. I can’t answer that, that is out of my field, but I 
have heard certain bankers at times complain about the setup. 

Mr. Jonas. I can name one banking group right now that has been 
denied insurance and, therefore, the fact that they have been awarded 
a charter doesn’t mean anything to them because they can’t operate 
until they get the insurance. That happened to be a State institution 
in which the charter was approved by the State, but they have failed 
so far to get Federal Deposit Insurance coverage. There may be some 
objections i in the field on the part of bankers to the divorcement of 
those activities, but I thought you might be familiar with that, if it is 
true, and you might give us the reasons. 

Mr. McAuuisrer. No, sir; I think that is a little out of my bailiwick. 

Mr. Jonas. Well, does the Board or the insurance Corporation ever 
or has it ever declined to issue insurance to any applicant that the 
Board has first approved ? 

Mr. McAuuister. No. 

Mr. Jonas. You wouldn’t, as a bank board, approve a State-oper- 
ated building and loan association, would you; or would you? 

Mr. McAuuister. We have instances right now of State-chartered 
association which have asked for insurance, which we have denied. 

Mr. Jonas. You have denied that acting for the Insurance Corpora- 
tion and not as the bank board ? 
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Mr. McAuuisrer. Actually we don’t differentiate between the two 
functions. We just think of ourselves as the Board. 

Mr. Jonas. You think of yourself as a board clothed with dual 
responsibility or more than dual, of granting charters and supervising 
and insuring ? 

Mr. McAuuisrer. Yes, sir. 

Mr. Jonas. Well, now, what phases of this plan do you think would 
be appropriate or advisable ? 

Mr. McAuuisrer. Well, the suggestion has been made that the Con- 
gress give the whole matter careful study and speaking for myself, 
I would welcome that study because if improvements can be made, 
and I prefaced my remarks by admitting mistakes in the past and I 
might Ne wrong in my judgment in this particular instance, but to 
clarify the issue I a like to have a very careful study made. 

Mr. Jonas. Well, now, you testified earlier, I made a note to be 
sure that I didn’t misquote you, that you have different staffs, the 
bank board staff and the Insurance Corporation staff, and they are 
kept entirely separate and apart from each other and there is no 
commingling of activities. 

Mr. McA.utsrrer. Except as to certain things, in other words, cer- 
tain housekeeping functions. For instance, the Rocket Section will 
serve both. The Legal Section will serve both. The Secretarial Sec- 
tion will serve both. 

Mr. Jonas. But the technical staffs are different. 

Mr. McAuutstrrer. Absolutely separate. 

Mr. Jonas. Now will you explain to me why there is any reason 
to keep the staff work separate if you don’t differentiate between the 
directorates. 

Mr. McAuuistrer. Well, under the organizational set-up which the 
Board functions under, the Board has a general manager for the In- 
surance Corporation and he has charge of the functions of his staff as 
they relate to the Insurance Corporation—all are under his direction 
and control. 

Mr. Jonas. I thought I got an inference from your first testimony 
that you didn’t think the staff of the Insurance Corporation should 
have any points of contact with the other staff because you wanted to 
keep them independent and for them to exercise independence of judg- 
ment and not be swayed in their opinions by the technical staff of the 
bank that makes the original investigation. 

Mr. McA Luister. Well, the staffs are separate. 

Mr. Jonas. Did I understand you correctly, is that the reason or 
one of the reasons for keeping them separate ? 

Mr. McAuuisrer. Yes; also the Insurance Corporation has its 
budget and they have to live within it. Congress has said how much 
they can spend. They have their staff of people and they pay them. 

Mr. Jonas. But I got the impression from your earlier testimony 
that the reason you keep them separate was far above a question of 
accounting and keeping records on the amount of appropriations used 
to run the different staffs, but that there was a substantial reason for 
neeene them separate, namely that you wanted the insurance staff 
to be uninfluenced by the other staff in any of its decisions, is that 
correct ? 

Mr. McAtuister. Yes, sir; that is correct. 
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Mr. Jonas. Well, now if that is true then why isn’t it equally 
true that there would be practical advantage in having a difference in 
clirectorate ¢ 

Mr. McAuuister. Because the conclusions of the staff, the bank 
board staff, and the insurance staff, all merge, flow right out through 
the Board, itself. 

In other words, if the Board had to pass on an application for a 
permission to organize a Federal association and approved it and the 
application went over to another Board representing the Insurance 
Corporation, it would mean a duplication of work and a delay in 
connection with it. Certainly the Home Loan Bank Board wouldn't, 
even if it could, issue permission to organize a Federal association 
unless concurrently the Insurance Corporation would grant insurance 
to the group. 

Mr. Jonas. Well, that could easily be one of your conditions. You 
grant a charter under the following conditions, namely one, that 
insurance is granted. That wouldn’t be difficult, would it ? 

Mr. McAtuisrer. That is right. 

Mr. Jonas. I don’t believe I have any other questions. 

Mr. Fascexu. I have one further question. Isn’t the basic reason, 
Mr. McAllister, that both of these units have the same ultimate objec- 
tive, they have to go about it the same way, they have to arrive at the 
same conclusion and there is no reason to separate them ? 

Mr. McAuuisrer. Our fundamental purpose is to make it possible 
for people to effectively use the savings and loan associations as a 
repository for savings and to make those savings, in turn, available to 
people who want to acquire a mortgage on a home. 

Mr. Fascex.. Isn’t it further true that because the commercial 
banks have a system whereby you have to run the gantlet twice is no 
reason why you should have to do it in the savings and loan business. 

Mr. McAuuisrer. I would think so. 

Mr. Fascexy. That is all I have. 

Chairman Dawson. Thank you very much, Mr. McAllister. You 
have been on the hot seat for an hour and half. 

Mr. McAuuister. | just want to say again in conclusion, Mr. Chair- 
man, and members of the committee, that if this is adopted, that the 
Home Loan Bank Board will certainly conscientiously try its best to 
see that it works efficiently. 

Mr. Jonas. One further question. Of course all State building 
and loan associations have to run this gantlet twice that Mr. Fascell 
talks about. 

Mr. McA.uisrer. Yes. 

Chairman Dawson. Mr. Holifield, do you want to ask any further 
questions ¢ 

Mr. Houirrm.p. I don’t want to ask any questions. 

Chairman Dawson. You are the next witness. 

Mr. Houirizetp. Well, before I become a witness, I will keep my 
hat on as a committee member and say I have watc hed the function of 
the Home Loan Bank Board for years now and I want to join Mr. 
Brown in commending Mr. Mc Allister as one of the finest public ser- 
vants we have had in that position. 

( Discussion off the record.) 

Chairman Dawson. Our next, witness is one who has had great 
experience with the the Home Loan Bank setup, the distinguished 
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gentleman from California, one who has given this subject much 
thought, Mr. Holifield. 

Mr. Brown. Mr. Chairman, before the gentleman from California 
proceeds, I think that the Chair should also point out that he was 
a member, a very able member—sometimes I wonder whether we 
should say—of the remarkably good or remarkably bad second Hoover 
Commission. He and I sat at the same corner of the table and agreed 
more often than we disagreed. 

Chairman Dawson. I will say that this committee, the Government 
Operations Committee, is very, very fortunate in that it did have two 
Representatives on the Hoover Commission, Mr. Brown and Mr. Holli- 
field. We will hear from Mr. Holifield, having heard from Mr. 
Brown previously. 

Mr. Jonas. Mr. Chairman, before Mr. Holifield starts, will you let 
the record show that I offer my apologies for not staying to hear Mr. 
Holifield. I would like to hear what he has to say very much, but I 
will have to read it, because I don’t know enough about this bill that 
is on the floor and I have to vote on that first and I really feel that I 
have to go on over there and hear some of the debate. 


STATEMENT OF HON. CHET HOLIFIELD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Ho.irtetp. Mr. Chairman and members of the committee, be- 
cause of the interest I have in the matter I have requested the privilege 
of making a statement before the Committee on Reorganization Plan 
No. 2 of 1956 which would ostensibly separate the management of the 
Home Loan Bank Board and the Federal Savings and Loan Insurance 
Corporation. My interest grows out of the fact that, as a member 
of the second Hoover Commission, I was responsible for proposing 
and obtaining unanimous acceptance by the Commission of Recom- 
mendation No. 4 in the Commission’s report on lending agencies pre- 
sented to Congress in March of 1955. 

Recommendation No. 4, which may be found on page 24 of the Com- 
mission’s report, reads as follows: That no person be permitted to serve 
as a member of the Home Loan Bank Board and the Federal Savings 
and Loan Insurance Corporation at the same time. 

The reason I made that recommendation to the Hoover Commission 
derived from the fact that for several years, commencing in 1950, a 
special subcommittee of this committee made an extensive investiga- 
tion of the Home Loan Bank Board and the Federal Home Loan Bank 
System. I was privileged to be the chairman of that subcommittee. 

The printed record of that subcommittee exceeded 2,100 pages. I 
have it here before me so you will know I spent some time studying the 
Federal Home Loan Bank Board. In the twenty-odd years the Fed- 
eral Home Loan System has been in existence, I believe our review 
constituted the first comprehensive review of the system. 

While the subcommittee prepared a report, unfortunately it was not 
acted on by the full committee because of sharply differing opinions 
on certain aspects of the matter. Furthermore, several of the dif- 
ferences of opinion were recognized in the enactment of amendments, 
when various housing and related amendments were considered by 
the Banking and Currency Committee during the 83d Congress. I 
refer particularly to provisions making the Home Loan Bank Board 


Ta 





st 
Be 
fo 
as 
Pi 
tic 
po 
45 


vo 


of 
fw 


tri 
Th 
tw 
fer 
the 
aly 
it > 


gal 
ing 
dec 
ha 


ing 
tiv 


Lo: 
tha 
pre 
of 


the 
int 
lis] 
mil 
isa 
inst 


rea 
ope 
n Ly: 











cpio 





REORGANIZATION PLAN NO. 2 OF 1956 7r 


an entity sueable in the courts and regulating the appointment of 
Conservators by the Board. 

Theretofore the appointment of Conservators was without benefit 
of restraints or requirements of the Administrative Procedures Act. 
Although as I say, the full committee did not take final action on a 
report of the Home Loan Bank Board investigation, I outlined the 
background and salient features of the investigation and made what 
I believe to be constructive recommendations in a statement presented 
to the House on July 5, 1952. 

At that time I proposed a list of some 14 recommendations for 
strengthening the administration of the Federal Home Loan Bank 
Board and the Federal Sav ings and Loan Insurance Corporation and 
for protecting the interest of shareholders in insured sav ings and loan 
associations. Among these recommendations were the “following : 
Provision shall be made for independent administration of the func- 
tions and authority of the Federal Savings and Loan Insurance Cor- 
poration. This and other recommendations will be found at pages 
4577 to 4581 of the permanent Congressional Record of July 5, 1952, 
volume 98, part 2. 

The particular remedy just quoted was designed to separate control 
of the insurance function from the administrative and regulatory 
functions over Federal savings and loan associations. As you know, 
by present law the members of the Home Loan Bank Board serve as 
trustees of the Federal Savings and Loan Insurance Corporation. 
The subcommittee had observed that in the administration of these 
two agencies identical membership for both might well lead to inter- 
ference by the Home Loan Bank Board with the right and duty of 
the insurance corporation to protect shareholders through its insur- 
ance mechanism. Although I used the word “interference,” possibly 
it would have been better to have used the word “dominate.” 

For example, the Home Loan Bank Board might decide to investi- 
gate a local institution with a Federal charter and the Federal Sav- 
ings and Loan Insurance Corporation would have little choice in 
deciding whether or not to extend coverage once the Board decision 
had been made. 

In other words, the promotional activities of the Board in charter- 
ing savings and loan associations might well conflict with the protec- 
tive functions of the Corporation regarding insured depositors. 

The argument has been made this morning that the Federal Home 
Loan Bank Board does not promote these charters. I regret to say 
that istrue. It was the intent of Congress, I believe, mm at they should 
promote charters and promote the establishment of a great number 
of these building and loan associations. 

But I believe the interest of the people has been served by having 
the number that we have at the present time. I think the people's 
interest. would be served better if more of these institutions were estab- 
lished. Some of these institutions are getting up around 75 to 100 
million dollars in deposits in one organization. I am not sure that 
is as good for the genera] welfare of the people as if there were several 
institutions spread out a little bit more among our communities. 

Now I do not mean by that to criticize the present Board, because I 
realize they have duties to perform in the setting of criteria for the 
operation of these organizations. But as a small-business man 
myself, | would rather see four $25 million institutions than one $100 
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million institution and have them in places where they could give 
wider service. 

That is my own personal feeling. This recommendation which I 
made was not original with our subcommittee. The General Ac- 
counting Office, as early as 1945 and 1946, more than 10 years ago, 
proposed such a separation in its audit reports to the Congress. While 
this early proposal of the General Accounting Office was rather un- 
wieldy, in that it recommended for the Corporation a separate 9-mem- 
ber Board with various Federal and local representatives, I believe 
the basic idea of separation of the Board’s top management and the 
Corporation was sound. 

I believe it is still sound. I disagree with Mr. McAllister on that 
point. The General Accounting Office renewed that early 1945-44 
recommendation in fiscal 1947, fiscal 1948, fiscal 1949, see House Docu- 
ments 706, 80th Congress; 209, 81st Congress; 343, 81st Congress; 
and 573, 81st Congress. 

In 1950 the General Accounting Office dropped the recommenda- 
tion, without necessarily abandoning it, because the Congress had en- 
acted certain legislation affecting the agencies in question without act- 
ing upon the GAO’s recommendation in this particular respect. 

Frank Weitzel, then assistant to the Comptroller General of the 
United States, appeared before our subcommittee investigating the 
Home Loan Bank Board in June of 1951 and discussed the status of 
the GAO recommendation for separating the management of the 
Home Loan Bank Board and the Federal Savings and Loan Insur- 
ance Corporation. Mr. Weitzel stated that in the event GAO renewed 
the recommendation, it would like to reexamine the details and deter- 
mine what the composition of the Board should be. 

In other words, the GAO was not necessarily standing on its early 
recommendation for a 9-member Board for the Corporation. I think 
that was a recommendation which was unwieldy. It proposed too 
many members and I believe they have come to that conclusion also. 

This recital of the origin of the recommendation will serve to indi- 
cate my interest in the matter. It was interesting to me personally, 
that of the hundreds of possible reorganization plans that could be 
based on Hoover Commission recommendations, the President saw fit 
to select as the second reorganization plan of the year that particular 
proposal which I had made to the Hoover Commission. 

1 would have preferred to state, that I approve it without qualifi- 
cation, both as a former member of the Hoover Commission and as 
a member of the Committee on Government Operations. I rather 
would have come before you and testified in favor of a separation. 
Unfortunately I do not believe that the plan, as it is drafted, carries 
out the recommendation of the Hoover Commission in the full and 
an sense of the word. 

onsequently, I must oppose it and stand with the disapproving 
resolution submitted by our colleague from Florida, Mr. Fascell. 
You will note first of all, the Hoover Commission recommendation 
stated no person should be permitted to serve as a member of the 
Home Loan Bank Board and the Federal Savings and Loan In- 
surance Corporation at the same time. 

Section 1 (b) of the err oR too8e plan the President has sent 
down provides for a 3-member Board of Trustees of the Federal 
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Savings and Loan Corporation composed of 2 new members but re- 
taining the Chairman of the Home Loan Bank Board, ex officio, as 
the third member. 

This is not clear-cut separation or independent management since 
ihe Chairman of the Board, who is by law its chief executive officer 
and understandably carries the might and prominence of the chair- 
nan, could hardly be expected to be a figurehead as a member of the 
Loard of Trustees of the Corporation. 

The President in his recommendation of the plan points to the 
Hoover Commission recommendation that there should be a clear 
separation of the management of the two agencies. The retention of 
the Chairman of the Home Loan Bank Board as ex officio member 
of the Board of Trustees of the corporation hardly constitutes a clear 
separation. 

I want to depart from my regular statement at this point and talk 
for a few minutes about the confusion that could result from a lack 
of clarification in the President’s message and in the plan as it per- 
tains particularly to a confusion in having two examining powers, 

The Federal Savings and Loan Insurance Corporation for more 
ihan 20 years has been a part of the Home Loan Bank Board. The 
Board members, whether 1, 3, or 5, at all times have been and yet are 
the sole trustees and governing authority of the Insurance Corpora- 
tion. 

Supervision is the essence of the Federal Home Loan Bank Board’s 
‘mpact upon savings and loan associations and their millions of sav- 
ings depositors and borrowers. Supervision consists of examinations, 
criticisms, orders to do or stop doing various things, and finally life 
and death powers of conservatorships, liquidations, and dissolutions. 

Abuse or misuse of such powers has immediate and disastrous con- 
sequences not only to the supervised savings institutions, but especially 
to their savings depositors and homeowner borrowers. 

Fortunately I don’t believe this power has been abused very often, 
but I know of some instances where it has been. Congress, by the 
Housing Act of 1954, has subjected such drastic powers to review by 
the United States district court in the home district of each Federal 
savings and loan association. Prior to the adoption of that amend- 
ment in 1954, the Board of the Home Loan Bank Board held the 
power of life and death over these financial institutions and their 

usiness involving millions and millions of dollars in the community. 
The men who had formed those institutions and had built them in 
the communities were helpless in the face of arbitrary actions of the 
Home Loan Bank Board. The courts had decided that these people 
were subject to the Board’s administrative decisions which in effect 
could destroy an association if they wanted to use it that way. 

Mr. Brown. Further than that, it would destroy the community. 

Mr. Ho.irrevp. These are matters of court record. Now in one 
case in which I speak of, I know that a representative of the Depart- 
ment of Justice, who was acting for the Federal Home Loan Bank 
Board, stated that the Home Loan Bank Board did not have ‘o an- 
swer to the courts nor did they have to answer to the Congress of the 
United States for their administrative acts. 

That was completely within their discretion. There was no legal 
right to review those decisions unless the Home Loan Bank Board 
agreed to let the courts review. Of course, you know what that would 
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mean. It was this situation which brought about my recommenda- 
tion that their acts should be reviewed by a Federal court. Later on 
the Congress, I am proud to say, a Republican Congress by the way, 
adopted the recommendation which I made which a Democratic Con- 
gress had refused to adopt previously. 

Mr. Brown. It shows how broadminded the Representatives are. 

Mr. Howirretp. Now under Reorganization Plan No. 2 there could 
well be, because the plan is sufficiently indefinite for the doubt to exist, 
two separate sets of examiners, supervisors, Government officials, en- 
forcing receiverships, liquidations, or dissolutions. 

The Federal Savings and Loan Insurance Corporation, by threat- 
ening cancellation of insurance to the savings and loan associations, 
could or might conduct its own separate hearings or trials, make its 
own supervisory orders inflicting penalties and otherwise conduct 
itself asa court. 

Under paragraph (b) of section 3 of the plan which reads as follows: 

The Corporation, including the Board of Trustees and all matters under the 
jurisdiction of the Board of Trustees, shall be subject to the direction and con- 
trol of the President of the United States. 

The Insurance Corporation, under that language, might well claim 
it is no longer subject to the control of Congress or the courts, because 
this clearly places it under the direction ‘and control of the Presi- 
dent of the United States. I don’t believe we want to put $30 million 
under the control of one man, whether he be a Democratic President 
ora Republican President. 

I believe this should be under the control and supervision of more 
than one man. Iam not making any statements that I believe it would 
be abused. I am just saying, as a matter of discharging our responsi- 
bilities as Members of Congress and protecting the. people’s interest, 
I don’t believe we want to put that much power in the hands of any 
one man. 

The statement I have just made, that the Insurance Corporation 
might say it was no longer subject to the control of Congress or the 
courts, is not exaggerated. More fantastic claims of unlimited Gov- 
ernment power have been made and then sustained by United States 
courts in cases involving supervisory power of Government agencies 
over banks and saving deposit institutions. 

The Federal Deposit Insurance Corporation, the Comptroller of 
the Currency, and the Federal Reserve Board have been cited as 
examples of divisions of powers yet working harmoniously. How- 
ever, no one mentions Board of Governors et al. v. Transamerica Cor- 
poration (184 F. 2d 311, 319, 826) in which in 1950, Gianninni and the 
Transamerica Holding Co. for the Bank of America were cited and 
held in contempt by the United States Court of Appeals for the Ninth 
Cireuit because they sought to carry out mergers of the Bank of 
America with various Pasadena, Santa Ana, and other smaller Cali- 
fornia banks. 

The mergers had been approved by the Comptroller of the Cur- 
rency, but frowned upon by the Federal Reserve Board. In comment- 
ing on the defense that the mergers were approved by the Comptroller 
of the C urrency, the court said at page 317: 

The facts do show an unfortunate working at cross purposes of two Govern- 
ment agencies, doubtless a deplorable state of the law which reduced him to 
this expediency. 
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This is how we have to regard a change from the present situation. 
The present situation is w orking, i in my opinion, in a fairly satisfac- 
tory manner. It may be a more satisfactory manner than to sail upon 
uncharted seas, particularly with an indefinite map to sail by. I con- 
sider this plan as not a complete plan in that it leaves too much in the 
area of the unknown, in the area of the probable. Even the statement 
this morning of the Director of the Budget shows on one of the pages 
of his statement that he gives three possible arrangements for exam- 
inations. 

He said (a) all examinations could be made by the Federal Home 
Loan Bank Board. He says (6) all examinations could be made by 
the Federal Savings and Loan Insurance Corporation, and (¢) exam- 
inations of Federal associations could be made by the Federal Home 
Loan Bank Board and of insured State associations by the Corpora- 
tion. 

What is the industry to think when he lists three arrangements 
there? Which one is it going to be? If it is one, it means certain 
problems; if it is another, it means additional problems; and if it is 
the third, it certainly means problems of conflict. 

So the fact that we have the Director of the Budget here saying 
that it might go three different ways after we once get this plan 
through is in itself cause for alarm and enough to alert the Members 
of the Congress to the indefiniteness of the plan and its implemen- 
tation. 

Fortunately, and I am going back to the trans-American conflict, 
fortunately no panic. resulted among the bank depositors in this in- 
stance. Dual supervision by two different authorities each with puni- 
tive powers which include corporate debt or liquidation to the super- 
vised institutions will enormously multiply the problems of every 
savings and loan association thus doubly supervised. We must know 
exactly what the division of responsibility is going to be and know in 
advance and pass judgment upon it. This I submit is a problem, a 
serious problem, which should be solved by the Banking and Currency 
Committee, in the legislative process with time and opportunity given 
to all affected parties to come before that great committee and testify 
on this particular important subject. It is not a matter which can 
be legislated on suddenly or lightly or without consultation with these 
men who have the responsibility, in the last analysis, on the local level 
of billions of dollars of the people’s savings. This is something that 
is more serious than it appears on the face. Problems already arise 
concerning dual supervision of State savings and loan institutions 
which are insured by Federal savings and loan organizations, but are 
subject to the States for their existence. Here two arms of the Federal 
Government are not competitively struggling. It has the advantage 
that by the very act of withholding of insurance from a State institu- 
tion that does not comply with its criteria, it withholds a very valuable 
asset to that. State institution to do business. If you have 2 institu- 
tions in a town, 1 Federal and 1 State, and you have the Government in 
effect standing behind the deposits in the Federal institution and not 
in the State, it gives the Federal institution, in my opinion, a great 
advantage. I believe that is why Congress foresaw that ne Was an 
unfair intrusion into State-chartered waters, you might say, or areas. 


79534—56——-6 











76 REORGANIZATION PLAN NO. 2 OF 1956 


It provided that that State institution, if it was properly—or if it 
could comply properly with the right kind of criteria, should also be 
given the benefit of this insurance. The insurance, in the last analysis, 
is not for the institution, it is for the depositors. It is for the benefit 
of the depositors. Therefore we thought it should be extended not 
only to the depositors in State institutions but in Federal institu- 
tions. If Reorganization Plan No. 2, as it is now drafted, becomes 
effective it is not only possible but likely that Federal savings and loan 
associations will be punished for doing or refusing to do the very acts 
criticized by one but approved by the other of the two conflicting 
Federal supervisory authorities. Unless a separation is clearly de- 
fined and implemented, we could be faced with double cost to the 
savings associations, then savings depositors and homeowner borrow- 
ers which inevitably will be increased by 2 examinations, 2 probable 
conflicting supervising letters and possibly 2 disciplinary proceedings 
all involving the same subject matter. Now, I want to emphasize—I 
have read some of the associations’ letters and they make a great point 
of this additional cost—I want to emphasize that, in my mind, the 
cost of supervision to the Government agency, enforcing supervision, 
is but a tiny fraction of the total cost. The cost of compliance or ob- 
jection to compliance by the supervised savings and loan associations 
is many times the cost of Government enforcement. A single exam- 
ination of one supervised association has cost $40,000 in examiner’s 
charges alone. The associations expenses for its own staff, auditors 
and so on were at least 3 to 4 times $40,000. 

When an examining agency moves in and starts examining the 
books: you have to examine your own books if you are going to be 
able to contest a finding or to sustain your own position. In this 
case the association paid all expenses, both its own and the $40,000 
charged by the Bank Board examiners. <A total cost of one such 
examination to the association which I mentioned would be from 
$150,000 to $200,000. Two such examinations would have been double 
these figures. When you realize that there are over 1,500 Federal 
savings and loan associations in the United States the actual cost 
of double supervision can be realized. It is true that none of this 
costs the Government or the taxpayer any money because it is charged 
against the associations. That is not a good argument, in my opinion, 
for each association is only composed of the thousands of small savings 
depositors and homeowner borrowers who are its mutual members. 

The cost of double supervision will be exacted from higher interest 
rates charged on the workingman’s home or lower interest rates paid 
on the depositor’s savings. There is no other source from which to 
pay double charges. There are more important objections to the plan, 
including in my opinion, that it does not specify any terms of office for 
the trustees of the Insurance Corporation nor does it require that there 
be a bipartisan board of trustees. I think both of these are desirable. 
The result is absolute executive domination of the Insurance Corpora- 
tion which seems to me equally objectionable regardless of which polit- 
ical party happens to be in power at the time. The plan is vague, as I 
said before, as to the immunity of the Insurance Corporation to stat- 
utes enacted by Congress concerning the Home Loan Bank Board, stat- 
utes which are now applicable. 

The statute, which made the Home Loan Bank Board a board of 
3 and gave them 4-year terms and prohibited more than 2 to be of 1 
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political faith, is at this time equally applicable because the same per- 
sons are trustees of the Federal Savings and Loan Association. This 
plan departs completely from that obligation, which is imposed by stat- 
ute, and goes into a new field. A proper reorganization plan would 
spell out protection against the evils of contradictory supervision. 
A matter of this importance, it seems to me, should be considered by 
the Banking and Currency Committee under the regular legislative 
procedure so that due legislative consideration could be given to all 
phases of this problem. Now I want to go back to the Hoover Commis- 
sion recommendation as worded by the drafting group in the Com- 
mission. It refers to a separation of board membership without 
stressing complete administration independence down the line. 

However, I believe that the broader objective was intended. Cer- 
tainly that was clearly stated in my presentation to the House on 
July 5, 1952, when I returned to “independent administration of the 
functions and authority of the Federal Savings and Loan Insurance 
Corporation.” There are still other disturbing questions about this 
reorganization plan. 

You will notice at this point that the members of the Board of 
Trustees of the Corporation have no defined terms nor any require- 
ments for bipartisan membership. It could be argued that the failure 
to prescribe and limit the term of the new appointees violates section 
4 of the Reorganization Act of 1949 as amended, which places the 
limit of 4 years as the term of any appointee in connection with a 
reorganization plan. Assuming the continuation of the present ad- 
ministration, that would run 8 years, might well keep the same men 
in office as a result of this plan. More to the point, the plan seems to 
be in conflict with the basic legislation governing the Board and the 
Corporation since this legislation provides for specified staggered 
terms for Board members and also for bipartisanship. To make this 
point clear, perhaps I should review briefly the legislative and organ- 
izational changes reflecting the composition of the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation. 
The original Home Loan Bank Board, as established in 1932 legisla- 
tion, was a five-member board, not more than three members of 
which were to be of the same political party. The law provided for 
6-year terms of service staggered a year apart. 

Incidentally, I will note that the original correct name for the 

soard was the Federal Home Loan Bank Board. The word “Federal” 
was later dropped but reinstated by the Housing Amendment of 1955. 
The Federal Savings and Loan Insurance Corporation was created 
2 years later in 1934. That legislation provided the Corporation 
should be under the direction of a Board of Trustees to be composed 
of five members of the Home Loan Bank Board who should constitute 
the Board of Trustees of the Corporation. In effect, then, the mem- 
bership of the Board and the Corporation were made identical. By 
the same token the requirement for bipartisanship and staggered 6- 
year terms were automatically carried over from the Board to the 
Corporation. During World War II by Executive Order 9070 dated 
February 24, 1942, President Roosevelt consolidated the functions of 
the Home Loan Bank Board in a National Housing Agency. 

The Board was then called the Federal Home Loan Bank Adminis- 
tration and was administered by a single Commissioner. The effect 
of this order also was to vacate the Board of Trustees of the Federal 
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Savings and Loan Insurance Corporation. At this time I want to 
say that in this case one-man rule of both the Home Loan Bank Board 
and the Savings and Loan Association continued for a period of 5 
years with, in my opinion, some very bad results. By Reorganization 
Plan No. 3 of 1947 President Truman consolidated various housing 
functions in three constituent units of the Housing and Home Finance 
Agency created by the plan. 

One of these constituent units was the Home Loan Bank Board, 
composed of 3 members instead of the original statutory 5 members. 
The 1955 legislation withdrew the Board from the Housing and Home 
Finance Agency and made it an independent agency. The 1947 reor- 
ganization plan retained the bipartisanship required by the law by 
providing that not more than 2 members of the new 3-man boar 
should be drawn from the same political party. The requirement for 
staggered terms also was retained, except that the 1947 reorganiza- 
tion plan provided for 4-year terms in place of the statutory 6-year 
terms. The 1947 reorganization plan transferred to the new 3-man 
board the functions of the former 5-man board and of the Board of 
Trustees of the Federal Savings and Loan Insurance Corporation. 
The latter two board organizations were abolished. The effect of 
this transfer as I see it was to formally recognize the identity of the 
membership of the Board and the Corporation Board of Trustees and 
to constitute them a single organizational entity. 

The original statute, as I explained earlier, provided for two dis- 
tinct differences on paper and then proceeded to combine them. My 
contention still holds good that in merging these two boards the 1947 
plan contained the legal provisions of bipartisanship and limited 
tenure for the Corporation as well as the Board. In summary, then, 
the law now provides that the Board administering the two agencies 
serve for specified terms and be appointed from both political parties. 
At the same time, the law makes board membership of both agencies 
identical. In separating part of this membership and making the 
Board of Trustees another group by reorganization plan Pi -esident 
Eisenhower cannot waive, in my judgment, the statutory require- 
ments affecting limited tenure and emelannbans Incidentally, the 
law governing the Federal Insurance Corporation specifies tenure of 
office and bipartisan membership. 

Not more than two members of the FDIC Board can be drawn from 
the same political party. Their terms of service are 6 years. The 
Comptroller of the Currency being a single individual makes the 
bipartisan requirement irrelevant in his case, but the law governing 
his appointment provides for a 5-year term of service. 

While the President did not hesitate to use the analogy of the FDIC 
and the Comptroller of the Currency in making the ¢ ‘hairman of the 
Home Loan Bank Board an ex officio member of the Federal Savings 
and Loan Insurance Corporation, he did not carry the analogy to 
the point of providing for bipartisanship and limited tenure in the 
balance of the membership of the Federal Savings and Loan Corpora- 
tion. I am not debating at this point the merits or demerits of bi- 
partisan representation or limited terms of tenure. 

In our Government some boards have these requirements, others 
donot. My only point is that the President is exceeding his authority 
in using his reorganization powers to eliminate these requirements 
from the law, in my humble opinion. In fact, the pending reorgan- 
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ization plan contains some additional indications that the President 
desires to tighten Executive control over supposedly independent 
multiheaded agencies. 

Section 3 (b) of the plan provides that the Federal Savings and 
Loan Corporation and its Board of Trustees shall be subject to the 
control and direction of the President of the United States. Section 
t (c) appears to give to the Director of the Bureau of the Budget 
blanket authority ‘for instituting measures to effectuate the reorgan- 
ization in question. 

If my memory serves me correctly, these are new provisions in 
reorganization plans. I am not altogether sure of what significance 
they “have, but certainly they were written into the plan for a purpose. 
I might say that I handled in this committee, in the 4 years that I was 
chairman of the Reorganization Subcommittee, 45 Presidential reor- 
ganization plans, 39 of which became law. Now the question before 
us is, Shall Congress abdicate control in this instance to the Director 
of the Budget, acting of course for the President in this field? That 
is really the question. 

Within the past year or so there has been considerable debate con- 
cerning the relationship of the Chief Executive to independent boards 
or commissions. I had oceasion to criticize, for example, the manner 
in which the wishes of the majority of the membership of the Atomic 
Energy Commission and the Tennessee Valley Authority Board of 
Directors were ignored in the ill-fated Dixon- Yates deal. 

There have been other instances in which the decisions of seemingly 
independent boards or commissions have been influenced, obviously 
by White House direction, through the Director of the Budget. 1 
cdo not want to see this thing carried to the point where it will be frozen 
into statute by a reorganiz: ation plan. 

I am jealous of the j jurisdiction of the Congress. 1 think we should 
look carefully at anything which takes away from it. Iam not saying 
this in a personal way : about the present President. I would say the 
same thing if he were a Democratic President. I just believe that the 
Congress has to zealously guard its powers. It must stand as a forum 
in which the rights of the people c an be debated by the majority action 
of a great number of minds applied to the problem rather than by the 
mind of one person, however brilliant. Since I am no stranger to 
politics I can understand how these things come about. Also, I realize 
that there are no simple and easy solutions to the problem of independ- 
ent boards and commissions and their peculiar status between the 
executive and legislative branches of Government. 

My basic contention here is that the reorganization authority which 
we granted to the President should not be utilized to achieve a kind 
of authority over independent boards, commissions, or corporations 
which the Congress has not seen fit to grant by statute. Upon this 
principle I stand my case because I feel this reor ganization plan does 
contradict that particular principle. 

Chairman Dawson. Mrs. Harden. 

Mrs. Harpen. No questions. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. Well, the gentleman from California I am sure knows 
that I have the highest respect for his knowledge, his intelligence, 
and his great ability and I think he made a very telling st: itement, 
Mr. Chairman. Now as a member of the second Hoover Commis- 
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sion and as a member of this committee and a Member of Congress, 
it is my understanding from your testimony, summing it all up 
quickly, that you rather feel the recommendation No. 4 of the Com- 
mission, to separate the powers and responsibilities of the Insurance 
Corporation and the Home Loan Bank Board was satisfactory, but 
that the method which has been followed by this reorganization plan 
is unsatisfactory. 

Mr. Hoxirrexp. I want to answer that very plainly. I still believe 
in the presence of the separation of this function. I just simply do 
not. believe in asking a person to choke himself. I do not believe he 
will do it. I believe you have to have checks in the administration 
of this act. I believe that if the division of powers was done care- 
fully, was planned carefully and clearly so that we could understand 
just exactly how the functions would be carried out, not only who 
would have the functions, but how they would be carried out, then 
I believe we could sit in judgment on the merits of the proposition. 
But as long as we are not in that position I must reluctantly say that 
this would be more dangerous, in my opinion, than leaving the matter 
as it is at the present time. 

Mr. Brown. And does the gentleman agree that the Hoover Com- 
mission, itself, made no recommendation as to how this reform 
should be accomplished, whether by Reorganization Act or legislative 
enactment ? 

Mr. Houirrevp. That is correct. 

Mr. Brown. And you feel that the wrong approach has been taken 
and the plan as submitted would not carry out entirely the thoughts 
and purposes and intent of the Hoover Commission in making Reeom- 
mendation No. 4, on lending agencies. 

Mr. Ho irtevp. I believe the gentleman has stated it correctly, I 
doubt if it could be done ina plan. I believe in reorganization plans 
if they are properly drawn and if they transfer functions with safe- 
guards. But I believe that the reorganization plan procedure should 
be used sparingly. Congress has given that right to the President in 
recognition of the difficulty which we sometimes have in legislating 
efficiency into a bureau of the Government. We have also placed upon 
the President an obligation that when he does use this power he use it 
clearly so that the Congress knows what he is doing. We give him 
a great advantage in allowing him to send us reorganization plans. 
This has been contended by some as an abdication of Congress’ legis- 
lative powers. To a certain extent I believe that contention can well 
be made. I have studied a lot about it and I believe if reorganization 
plans are sent up to the Congress, they should be sent up sparingly and 
with very clear language and very clear indication to the Congress as 
to how they are to be implemented. 

Mr. Brown. I think the gentleman will agree that the reorganiza- 
tion plans have been sent up rather sparingly for sometime. 

Mr. Hoxtrtetp. They have been. 

Mr. Brown. Since the second Hoover Commission completed its 
report. 

Mr. HouiFtrevp. I think the regular legislative process is the safest 
way. It is not the quickest way always, but it is the safest way. 

Mr. Brown. Of course, this committee, for instance, is considering 
a number of legislative bills to implement the recommendations of the 
second Hoover Commission in different fields of governmental en- 
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deavor, but I just wanted to pinpoint and to make certain for the 
record your position. As far as the recommendation made by the 
Commission is concerned, you feel that is a good recommendation and 
you agree that the Commission did not say how that reform should 
be accomplished, or what method of procedure should be followed, 
but you feel that this procedure and especially this plan, as drawn, is 
not the wise method to follow. 

Mr. Hottrieip. That is my position. 

Chairman Dawson. Thank you very much. 

Mr. Fascety. I have no questions, Mr. Chairman. 

Chairman Dawson. I do wish to compliment you on your statement, 
Congressman, the manner in which you made it, the sincerity with 
which you gave it, and we know that it is a matter close to your heart 
through the years, the fate of these institutions. 

Mr. Howirrevp. I will have to say to my friends in the industry I 
will still support the principle if it is presented to us in the proper 
fashion. 

Chairman Dawson. In that event, we will call upon our next wit- 
ness, a representative of the industry, Mr. Henry A. Bubb, of Topeka, 
Kans., chairman of the legislative subcommittee of the United States 
Savings and Loan League. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, UNITED STATES SAVINGS AND LOAN LEAGUE 


Mr. Buss. Mr. Chairman, and members of the committee, let me 
say that, in view of the time, and all of the testimony that has gone 
on, I am going to forego reading one of the finest statements that will 
be presented and instead I will just try to cover a few points and will 
file my statement for the record to expedite matters. 

I am Henry A. Bubb, of Topeka, Kans., and I appear here today 
as chairman of the legislative committee of the United States Sav- 
ings and Loan League. I am also president of the Capitol Federal 
Savings and Loan Association of Topeka and a past president of the 
league. 

I have with me Mr. Horace Russell of Chicago, our general coun- 
sel, and Mr. Stephen Slipher, manager of the league’s Washington 
office, if you care to, ask either one of those gentlemen any ques- 
tions, or myself when I am through. Also in the room are a num- 
ber of other officers, including President Dreier, Past President Edger- 
ton, Executive Vice President Norman Strunk, and others of the 
league. 

The United States League was founded in 1892 as an organization 
of 4,300 savings and loan associations, building and loan associations, 
and cooperative banks, representing approximately 90 percent of the 
Nation’s savings and loan assets. These member institutions are 
both federally chartered and State chartered, and are located in every 
State of the Union. 

The United States Savings and Loan League supports House Reso- 
lution 541 by Representative Fascell and is opposed to Reorganiza- 
tion Plan No. 2. Seldom have our people been so disturbed by any 
legislative proposal. From all over the country we have protests to 
Reorganization Plan No. 2 and petitions to do everything within our 
power to see that the plan does not go into effect. 
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I would like to leave my statement for a minute to answer a ques- 
tion or two in Mr. Brundage’s testimony this morning, and I say 
this in all kindness, because I certainly feel he was on the spot trying 
to defend what I think is a bad piece of legislation. His testimony 
was based on the fact that everything in the past has worked very 
well, but because the savings and loan associations have been so suc- 
cessful and have grown $30 billion in the last 10 years we better change 
signals. Yet in all of the testimony I have heard today I have not 
heard anyone criticize the operation of the Insurance Corporation 
by the present Federal Home Loan Bank Board, which I, as a member 
of the industry, think has done an excellent job. 

Mr. Brundage also mentioned the reserves of the Insurance Cor- 
poration. 

Now, I just want to point out there is nothing in Reorganization 
Plan No. 2 concerning reserves. Congress sets the insurance premium 
that determines the amount the Insurance Corporation will have left 
over for reserves. We shouldn’t confuse the issue as it has no rele- 
vancy to Reorganization Plan No. 2. 

Now, if I may jump to page 4, I realize that much of this has 
already been said, but [ just want to emphasize a few lines here once 
— 

The division of the Government agency into two separate and 
geil agencies will result in confusion, duplication, and conflict 
in the relations of the Federal Government with the savings and loan 
business. We believe that our member associations would be con- 
fronted with conflicting regulations and directions and the frustra- 
tions of attempting to determine which agency to follow. Where one 
report now suffices, two would be necessary under the plan, probably in 
a different form and with different instructions. In short, redtape 
and agency buckpassing would result under the plan. 

Under the plan everyone concedes the savings and loan institutions 
would have substantially increased operating expenses which we do 
not. believe to be necessary. 

Mr. Brown. Mr. C hairman, while we are taking this testimony in 
pieces, in order to save time I believe that Mr. Bubb’s statement is so 
well prepared that we ought to have the entire text of it in the record 
somewhere, even though 

Chairman Dawson. It can be introduced in its entirety. 

Mr. Buss. I will file a copy of it for the record. 

Mr. Brown. I think it should be printed in the record as well as 
what you say here. 

(The complete t text of Mr. Bubb’s statement is as follows:) 

I am Henry A. Bubb of Topeka, Kans., and I appear here today 
as chairman of the Legislative Committee of the United States 
Savings and Loan League. I am also president of the Capitol Fed- 
eral Savings & Loan Association of Topeka and a past president of 
the league. 

I have with me today, Mr. Horace Russell of Chicago, general counsel 
of the league, and Mr. Stephen Slipher, manager of the league’s Wash- 
ington office. Mr. Russell will present a part of the league’s testimony. 

Also in the room are a number of other officers and members of the 
United States Savings and Loan League; their presence here today is 
indicative of the interest in this question. 
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To identify our organization let me say that the United States 
Savings and Loan League, founded in 1892, has in its membership 
4,300 savings and loan associations, building and loan associations 
and cooperative banks, representing approximately 90 percent of the 
Nation’s savings and loan assets. These member institutions are both 
federally chartered and State chartered and are located in every State 
of the Union. 

The United States Savings and Loan League supports House Reso- 
lution 541 by Representative Fascell and is opposed to megane 
tion Plan No. 2. Seldom have our people been so disturbed by any 
legislative proposal. From all over the country we have protests 
to Reorganization Plan No. 2 and petitions to do everything within 
our power to see that the plan does not go into effect. I might cite 
just a few of the organizations which have already officially stated 
their opposition to the plan: The Federal Savings and Loan Advisory 
Council, Arkansas Savings and Loan League, California Savings and 
Loan League, Savings and Loan League of Connecticut, Kansas 
Savings and Loan League, Kentucky Savings and Loan League, Mis- 
sourl Savings and Loan League, Nebraska League of Savings and 
Loan Associations, Metropolitan League of Savings Associations of 
New York City, North Carolina Savings and Loan League, Okla- 
homa Savings and Loan League, Oregon Savings and Loan League, 
the Board of Directors of the Federal Home Loan Bank of Greens- 
boro, and the Pacific Northwest Conference of Savings and Loan 
Associations which includes the States of Montana, Washington, Ore- 
gon, Idaho, and Utah. This list is growing daily. 

It is abundantly clear that the savings and loan business is opposed 
to Reorganization Plan No. 2 and that the plan was not proposed 
in response to any suggestion or request from the industry. Indeed, 
there was no consultation with the industry prior to the submission 
of the plan to Congress. 

Under the present organizational structure of the Federal Home 
Loan Bank Board the Board has jurisdiction over the Federal savings 
and loan system, the Federal Home Loan Bank System, and the 
Federal Savings and Loan Insurance Corporation. The Federal 
Home Loan Bank System consists of 11 regional Federal home-loan 
banks which serve as a reserve system for 4,300 savings and loan 
associations; the Federal Savings and Loan Insurance Corporation 
insures up to $10,000 the accounts of savers in insured savings and 
loan associations; and the Federal savings and loan system consists 
of some 1,700 associations which are chartered and supervised under 
Federal laws. This present organizational structure has existed since 
these agencies were created in the early 1930’s and the record of 
the savings and loan business is persuasive testimony as to the effec- 
tiveness of the Federal agencies under the present organizational 
structure. 

Reorganization Plan No. 2 would provide for a separation of the 
Federal Savings and Loan Insurance Corporation from the Federal 
Home Loan Bank Board. The Corporation would become an inde- 
pendent agency under a three-man Sed of trustees (one of whom 
would be the Federal Home Loan Bank Board C hairman), subject to 
the direction and control of the President. The plan provides for a 
basic, extreme and sweeping reorganization of the Government 
agency. Where we now have 1 Board which is able to coordinate 








84 REORGANIZATION PLAN NO. 2 OF 1956 


all of the complicated laws, regulations and transactions with member 
institutions, there would be 2 completely separate organizations. 
To us in the savings and loan business this reorganization plan is as 
revolutionary as a split in the Agriculture Department would be to the 
farmers, or as a splitup of the Veterans’ Administration would be to 
the veterans. 

Savings and loan associations are now the largest single source of 
home loans, making between 35 and 40 percent of all home loans. 
These institutions are also the fastest growing savings facility, having 
recorded last year a net increase in savings of $5 billion. They have 
assets of over $40 billion as compared to only $10 billion just a decade 
ago. It is not an exaggeration to say that the record home building in 
the postwar period is due in substantial part to the spectacular manner 
in which the savings and loan associations have responded to the heavy 
demands on our mortgage credit system. Since the savings and loan 
business is so important to our housing economy and to our national 
thrift program, it is obvious that this basic reorganization has ram- 
ifications of national importance. 

Now, I would like to turn to some of the specific reasons why the 
United States Savings and Loan League is opposed to Reorganization 
Plan No. 2. 

1. The division of the Government agency into two separate and 
equal agencies will result in confusion, duplication, and conflict in the 
relations of the Federal Government with the savings and loan busi- 
ness. We believe that our member associations would be confronted 
with conflicting regulations and directions and the frustrations of 
attempting to determine which agency to follow. Where 1 report 
now suffices, 2 would be necessary under the plan, probably in a 
different form and with different instructions. In short, redtape and 
agency buckpassing would result under the plan. 

2. Under the plan the savings and loan institutions would have 
substantially increased operating expenses. AI] of the expenses of the 
Federal Home Loan Bank Board and of the Federal Savings and Loan 
Insurance Corporation are now paid by member institutions; it goes 
without saying that the operation of two entirely separate organiza- 
tions to accomplish the purposes now achieved by a single agency 
would be most costly. More people would be on the payroll, more 
space would be occupied, more paperwork would be called for. The 
savings and loan institutions would consequently pay the difference. 
In addition, aside from the greater expense of the operation of two 
agencies in Washington, the prospect under the proposed plan is for a 
doubling of supervision and examination of the associations, since the 
Board and the Insurance Corporation would have their respective 
iegal obligations, separate and distinct, to determine the soundness 
of the associations. Examination costs are already one of the larger 
items in the operating expenses of associations; this plan would in- 
crease them. 

Because association managements have a primary obligation to keep 
strong reserves and to keep adding substantially to reserves each fiscal 
period, any additional operating expense imposed upon them could 
not be absorbed without direct impact on either the savers, or the 
borrowers, or both. Necessarily, then, an increase in the mortgage 
interest rate or a decrease in the return paid to savers would be the 
ultimate result of the operation of two separate agencies for the 
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savings and loan associations in their relations with the Federal 
= ernment. 

The assumption that the establishment of separate agencies in 
W ashington would change the quality of the examinations of our 
associations for the better is implicit in the plan, but no substantiation 
for this concept is offered. We who operate the savings and loan 
associations and are well acquainted with the character of examina- 
tions to which we are subjected, fail to see how separation of the 
agencies would make for better results; after all, examinations are 
conducted by individual men hired and paid according to civil service 
standards, and the same type of personnel generally would be engaged 
in the work, whether they were working for one : agency or the other, or 
for the two "jointly. 

The above disadvantages to the savings and loan associations are 
particularly significant since the savings and loan associations own 
all of the capital of the Federal home-loan bank system and pay all of 
the costs of operating the Federal agency. In spite of this fact, the 
associations were not consulted nor given any opportunity to submit 
their views prior to the transmittal] of the reorganization plan. 

I would also like to enumerate some of the reasons why the plan 
should not be adopted from the point of view of the Congress and the 
general public interest. 

1. The plan violates the basic philosophy of the Reorganization Act 
of 1949. As we understand the purpose of reorganization plans, it is 
to permit greater efficiency and economy in Government operations. 
The establishment of 2 agencies in lieu of 1 cannot possibly be econom- 
ical but on the contrary represents an increase in expenses. The two 
agencies now share in the expenses of such activities as a common legal 
department, statistical department, public relations division, office of 
secretary, and budget officer. As separate agencies each of these 
activities would have to be separately staffed. Similarly, the estab- 
lishment of two agencies is in exactly the opposite direction of avoid- 
ing duplication and overlapping, one of the stated objectives of re- 
organization plans. Congress has recognized that the reorganization 
plan procedure is a major delegation of legislative authority and it 
Would appear that only reorganizations supported by clear and com- 
pelling reasons or of an emergency nature are appropriate for treat- 
ment under this procedure. 

2. The plan is substantially different than the recommendations of 
the Hoover Commission report and is exactly opposite to the recom- 
mendations of the Commission’s Task Force on Lending Agencies. Lo 
single sentence recommendation of the Hoover Commission report w 
that no person should serve on the Federal Home Loan Bank aoe 
and on the Board of Trustees of the Federal Savings and Loan Insur- 
ance Corporation. There was no substantiating data or documenta- 
tion. The Task Force on Lending Agencies, which conducted a thor- 
ough study and consulted with the affected agencies, included in its 
report a substantial section on the operation of these activities and 
concluded : 

It [the Federal Home Loan Bank Board] supervises a system of privately 
owned Federal home-loan banks, and their member institutions which are local 
thrift and home-financing institutions of the savings and loan type. Also, it 


supervises the Federal Savings and Loan Insurance Corporation. This appears 
to be a natural grouping of functions which requires no change. 
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Under the heading “Ree ommendation—Federal Savings and Loan 
Insurance Corporation” we find the following single sentence: 
Except for the general recommendations on management presented earlier in 
this report, the task force has no recommendation to offer with respect to the 
organization and operation of this mutual insurance trust. 
Just last year administration spokesmen opposed the creation of 
tee Sanka boards. There appears on page 392 of the 1955 hearings 
before this very committee, the comments of the Housing and Home 
Finance Agency on the lending agencies report. Administrator Al- 
bert M. Cole had this to sa ay about the Hoover Commission recom- 
mendation : 
I do not agree that the Home Loan Bank Board should be separate and dis- 
tinct from a board or other managerial body administering the affairs of the 
Federal Savings and Loan Insurance Corporation. Both the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation are concerned 
with the operations of savings and loan associations, and the existence of two 
boards could result in conflicts of policy and confusion in the industry. Further- 
more, such organization would be much less economical than the present one 
wherein the HLBB and the FSLIC have common administrative services, utilize 
the services of one examining division, and accumulate jointly knowledge and 
information about the industry as a whole and about the operation of specific 
savings and loan associations. 
Similarly, on September 13, 1955, the Chairman of the Federal 
Home Loan Bank Board transmitted an official letter to the chairman 
of the Senate Banking and Currency Committee expressing his opposi- 
tion to the principle of the separation of the Insurance Corporation 
and the Board. 

One of the most amazing things about the plan is its complete in- 
consistency with the administration’ s own statements last year regard- 
ing the creation of independent agencies. In signing the Housing 
Amendments of 1955, President Eisenhower stated : 

I also have serious objections to the provisions of the bill which would create 
still another independent agency in the executive branch by detaching the Home 
Loan Bank Board, including the Federal Savings and Loan Insurance Corpora- 
tion, from the Housing and Home Finance Agency. 


Earlier, administration spokesmen, speaking of the establishment 
of an independent Federal Home Loan Bank Board, made the fol- 
lowing statement before the House Banking Committee: 


The administration believes that new independent agencies reporting to the 
President should be created only upon the showing of clear and compelling 


. : : . . LAG 
reasons for such action and of persuasive advantages to be derived from it. rec 


con 


4. The plan injects an unfortunate partisanship into the agency by i con 
failing to require bipartisanship on the Board of Trustees of ‘the Cor- = 


poration. The Federal Home Loan Bank Board is, by law, a bi- oa 
cae board, 

. The reorganization plan fails to provide for any term of office 
for ‘the trustees. The Federal Home Loan Bank Board, the Federal fes 
Reserve Board, and the Federal Deposit Insurance Corporation, and suk 
virtually all similar Government agencies, make provision for specific ng 
terms of office. : 

We feel that these disadvantages to our associations and to the en 
Congress are compelling reasons for the approval of the resolution me 
to disapprove reorganization plan No. 2. Let me emphasize, how- sid 


ever, that our objection to the plan goes right to the basic idea; that = 
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is, a Separation of the two agencies. I want the committee to under- 
stand that even if it were possible to correct some of the other defects 
in the plan we could not support it as long as it would splinter our 
Federal agency into two parts. 

Let me assure the committee that we do not take the position that 
there is no need for improvement in the savings and loan business, 
or in the Federal] agencies governing such associations. On the con- 
trary, we recognize the need for constant study and improvement. 
A special United States Savings and Loan League committee to study 
the Federal Home Loan Bank System, headed by the league’s past 
president, Ralph Crosby, of P rovidence, R. I., has been engaged for the 
past 4 months in an intensive study of the F ederal Home Loan Bank 
System and will in the near future issue a comprehensive report. This 
report will set forth a complete program designed to assure an effec- 
tive Federal Home Loan Bank System which makes its maximum con- 
tribution to the safety and soundness of the savings and loan business 
and to our national fiscal policy and housing program. 

The president of the United States Savings and Loan League, Mr. 
Walter Dreier, of Evansville, Ind., has written to President Eisen- 
hower assuring him of our willingness to cooperate in developing and 
advancing any needed improvements in the functioning of our Federal 
agencies or the savings and loan associations. We have given similar 
assurances to the House and Senate Banking and Currency Commit- 
tees which have over the past years so carefully and wisely dealt with 
legislation in this field. 

In this connection we were greatly encouraged when the House 
Banking and Currency Committee in reporting the housing bill, in- 
cluded a section clearly stating the committee’s intent to nullify re- 
organization plan No. 2. In the accompanying committee report the 
committee says in part: 

Your committee believes that Reorganization Plan No. 2 should not go into 
effect because (1) any basic change in the organizational structure of these 
Federal agencies should come only after adequate consultation with the Congress, 
the Board, and the industry; and (2) the committee has serious questions as to 
the basic merits of the plan and its possible effect on the savings and loan 
associations of the country which are currently supplying a vital 37 percent of 
all home financing * * *. The committee feels that there is a real question as 
to whether it would be in the public interest or in the interest of the savings 
and loan business. Such a situation is conducive to conflicting regulations, 
duplication of supervision, and agency conflict. The Housing Subcommittee’s 
recent investigation of urban renewal activities has clearly indicated that 
controversy and buckpassing between agencies can stifle the accomplishment of a 
constructive program and impede congressional intent * * * the plan fails 
completely to draw the necessary lines between the present Board’s functions 
and those of the proposed new Board. The result would be a period of paralyzing 
confusion. 

I thank the members of the subcommittee for this opportunity to 
testify on this important matter and we are hopeful that after the 
subcommittee’s hearings and deliberations it will favorably report the 
resolution of disapproval. 

Mr. Buss. Now, in all of the testimony that has been given, and I 
am sure Mr. Brown and Mr. Holifield will agree with me on this 
having been members of the Hoover Commission, there has been con- 
siderable discussion about the Hoover Commission report, but no one 
yet has mentioned the fact that the Hoover Commission Task Force 
on Lending Agencies specifically recommended a continuation of the 
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present setup and I would like to read on page 6 what they have to 
say concerning that. 
The Federal Home Loan Bank Board supervises a system of privately owned 
Federal home-loan banks, and their member institutions which are local thrift 
and home-financing institutions of the savings and loan type. Also, it supervises 
the Federal Savings and Loan Insurance Corporation. This appears to be a 
natural grouping of functions which requires no change. 
Now, also this morning I think there was much discussion about the 
reversal by the administration and the heads of departments, Albert 
Cole, Oakley Hunter, and others of my good friends, but I would like 
to quote directly from President Eisenhower in his statement on 
signing the Housing Amendments of 1955. 
The President stated : 


I also have serious objections to the provisions of the bill which would create 
still another independent agency in the executive branch by detaching the 
Home Loan Bank Board, including the Federal Savings and Loan Insurance 
Corporation, from the Housing and Home Finance Agency. 

In closing, just let me assure the committee that we in the savings 
and loan business do not take the position that there is no need for 
improvement in the savings and ot business, or in the Federal 
agencies governing such associations. 

Either my colleagues or I will be very happy to answer any ques- 
tions, Mr. Chairman. 

Chairman Dawson. Mrs. Harden. 

Mrs. Harpen. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I want to congratulate the gentleman on making a very 
thorough statement. I have attempted to read this statement hur- 
riedly. I glanced over it at noontime and I have read hurriedly the 
complete text of your statement, and I was especially pleased with the 


statement that you made that you do have a committee of your associa- . N 
tion at work trying to find means and methods and ways to strengthen . this 
the protection that is given both to the depositors and to the borrowers spo 
of these institutions. : wot 


Ts it your plan or program to submit these recommendations to one in t 
of the congressional committees within a short time and make it avail- 
able, to say, the Banking and Currency Committee which has juris- 
diction over these matters ? 

Mr. Buss. Yes: we would be very happy to do so, sir. 

Mr. Brown. May I in connection with the line of questioning I 
followed earlier today ask whether you have any committee or group 


vithin your organization that acts as a sort of policing agency within men 
your own industry to see that some of these rather apparent actions, M 
detrimental actions which are being taken by some associations are p the 
eliminated, or curtailed, or curbed, or whatever you want to call it? . it al 
Mr. Busr. Well, of course, as a league we try to do everything we ' the. 
can to keep our business on the very highest standard possible, and we i M 
have taken some actions lately regarding a certain practice that a very ; tion 
few associations have attempted. Certainly those associations don’t i the 
like it very well, but we have gone right ahead with it anyway because : nece 
we feel it is for the best interests of the public and the savings and loan bette 


business. bette 
Mr. Brown. Well, in every organization you will find some mem- woul 
bers will be cutting a little close to the edge. That even happens in M 
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Congress once in a while, and the newspaper business, but you are as 
an association and on organization through your me mbership trying 
to take every step possible to give greater safety and protection. 

Mr. Buss. On the major things, yes; that is correct. 

Mr. Brown. Were you in the business back in the thirties when 
we had some trouble / 

Mr. Buss. Yes, sir; I started in 1926. 

Mr. Brown. Then you know that things can happen sometimes, and 
being from Kansas I am sure you are “rather conservative in your 
approach, anyhow. 

Mr. Buss. Yes, sir. 

Mr. Brown. But you are trying to impress upon the membership 
that the rule of reason sometimes is a pretty good rule to follow. 

Mr. Buss. That is correct. 

Mr. Brown. I don’t think there is any desire on the part of Con- 
gress to legislate or put too many straps or chains on any industry or 
business, but here is a great industry or business, or whatever you 
want to call it, that does deal with the welfare and the resources of 
the people on a substantial basis and also the Government of the 
United States; and the taxpayers have a great interest in the organiza- 
tion, so it is good to hear you say, sir, that your organization will 
work with the Congress and its various committees in every rightful 
attempt to make this organization and the setup we have in the build- 
ing and loan and savings association field just as sound and safe as 
possible. That is for the good of America, isn’t it? 

Mr. Buss. Thank you. I would like to say, Mr. Brown, we have 
very fine and pleasant working relations with both the House and 
Senate Banking and Currency Committees. 

Mr. Brown. That is all. 

Chairman Dawson. Mr. Fascell? 

Mr. Fasceti. Mr. Bubb, don’t you feel that the ramifications of 
this proposed plan are so great with respect to functions, duties, re- 
sponsibilities, management problems, and administration, that it 
would be a lot better to legislate this problem than to attempt to do it 
in the manner which is proposed ? 

Mr. Buss. I do. 

Mr. Fasceti. If any institution is in any kind of trouble, it is a 
black eye for the whole industry ; isn’t it ? 

Mr. Buss. That is correct. 

Mr. Fascetyi. Therefore, your association is anxious to do anything 
it can to maintain a high standard of attainment with respect to the 
members and nonmembers. 

Mr. Buss. Yes, in Topeka there are five associations. If one or 
the other associations had to close or did something that wasn’t right. 
it affects all of us, so we are naturally interested in trying to keep 
the whole business on as high a plane as possible. 

Mr. Fasceiti. So where it is practical and reasonable, the associa- 
tion and its individual members are most anxious to cooperate with 
the Board or with the Congress or with the Executive on anything 
necessary that would raise the standard and make this industry a 
better industry, promote the public confidence and make it safer and 
better for the individual members to participate in the business, 
wouldn’t they ? 

Mr. Buss. That is correct. 
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Mr. Fasce.y. But it is your considered opinion and that of your 
organization, of your legislative committee, that this plan does not 
add anything to those principles ? 

Mr. Buss. Yes, that is right. We don’t feel that it is workable at 
all. I don’t want to cover all of the reasons why. They have been 
covered many times today. 

Mr. Fasceti. But in general you don’t feel that it would if you 
did, you would be happy to cooperate with it. 

Mr. Buss. Correct. 

Mr. Fascety. I have no further questions. 

Chairman Dawson. Any further questions? 

Mr. Holifield ? 

Mr. Ho.trietp. No questions. 

Mr. Henpverson. Mr. Bubb, you are familiar with the Advisory 
Council to the Federal Home Loan Bank Board ? 

Mr. Buss. Yes, sir. 

Mr. Henperson. Are you aware as to whether or not the Federal 
Savings and Loan Advisory Council was consulted on this matter? 

Mr. Buss. I understand they were not. 

Mr. Henperson. Do you know whether such consultation was con- 
templated when the Advisory Council was set up ? 

Mr. Buss. Well, my understanding has always been that that is 
the reason for the existence of the Advisory Council. 

Chairman Dawson. I want to thank you for your testimony, Mr. 
Bubb. You have added a great deal to this hearmg, and I want also 
to congratulate you upon your manner of putting your ideas across, 
putting them into words. 

Did anyone else with you wish to add to your statement ? 

Thank you very much. 

Mr. Burs. Thank you, sir. 

Chairman Dawson, At this time we will hear from Mr. Maloney, of 
Fordham University. 

Mr. Maloney, the time is running out on us. Could you summarize 
your statement and we will put your statement in the record ¢ 

Mr. Maroney. Yes. 


STATEMENT OF DR. JOSEPH F. MALONEY, HICKSVILLE, N. Y. 


Mr. Maroney. Mr. Chairman, and other distinguished members of 
the committee, I am appearing here in a personal, private capacity. 
I haven’t discussed this particular statement that I have submitted 
with any of the members of the industry. My point of view is simply 
that of a college professor in the field of government. 

Chairman Dawson. Identify yourself and your college, please. 

Mr. Maroney. My name is Joseph Maloney. I am a member of the 
faculty of Fordham University, New York. 

One of our problems in teaching government is trying to explain to 
students how the original parity between the two branches of Govern- 
ment, that is, the Congress and the executive, has seemed historically 
to slip more in the favor of the ascendancy of the Presidency, and 
I believe that one of the reasons for this has been that perhaps Con- 
gress in the past has not been careful enough to make sure that the 
organization of the executive branch has been one that Congress itself 
can oversee with the greatest of felicity. 
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The object of this entire statement is simply to emphasize a belief 
on my part that this particular plan as it has been proposed would 
complicate the supervision of this particular industry on the part 
of the congressional committee. 

It would also violate the primary principle established by the first 
Hoover Commission, namely, that because of the limits of the ability of 
the executive to oversee the various agencies reporting to him, there 
should be a consolidation of such agencies rather than a multiplica- 
tion, and that I think serves the substance of my particular statement. 

I appreciate your allowing me to come and present it, and I don’t 
think there would be any benefit in my speaking any further on it. 

Chairman Dawson. Mrs. Harden ? 

Mrs. Harpen. No questions. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. No, I want to thank Professor Maloney for the inter- 
est he has taken to come down here as a private citizen and give us 
the benefit of his views, and I expect to take his full statement with 
me and read it carefully. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascett. Mr. Chairman, I just wanted to add my commenda- 
tion also to the professor. It is refreshing indeed to see public spirit 
put to practiced use, especially from an objective viewpoint. 

I think the points you have made are well taken and I certainly 
concur in them although I haven’t had an opportunity to discuss them 
fully. 

I do believe exactly as you do that there has been a tendency to 
slip, and furthermore, I think there has been a tendency on the part 
of the public to think that Congress is responsible for all the admin- 
istration, and it has been very embarrassing. 

Mr. Maroney. That is why lam here. You can’t teach the students 
without being faced with the proposal of put up or shut up. So here I 
am putting up. 

Chairman Dawson. We appreciate your statement. 

Your full statement will be put in the record. 

Thank you, Mr. Maloney. 

(The statement follows :) 


STATEMENT OF Dr. JOSEPH F. MALONEY, HICKSVILLE, N. Y. 


My name is Joseph F. Maloney. I reside at 10 Boulevard Drive, Hicksville, 
N. Y. I ama member of the faculty of Fordham University in the department 
of political philosophy. Among other fields of government I teach public admin- 
istration. My professional connection with Fordham is mentioned solely for 
identification. The views I am presenting in this statement are presented only 
in ny own name. 

As a teacher of public administration I believe that Congress should reject 
Reorganization Plan No. 2. The proposed reorganization is contrary to sound 
reasoning, especially in view of the actual present structure of the excutive 
branch of the National Government. 

1. The first Hoover Commission concluded that the President did not have 
sufficient control over his own establishment. Consequently this Commission 
recommended the regrouping of functions into major departments and agencies 
for the sake of more coherence and responsibility. Reorganization Plan No. 2 
is in direct contradiction to this well-acecepted basic Hoover Commission 
recommendation. 

The primary effect of Reorganization Plan No, 2 is to set up an additional 
semi-independent agency to “* * * be subject to the direction and control of the 
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President of the United States.” The probable net result in this respect would 


be the subordination of the additional independent agency to an anonymous gui 
member of the presidential staff. The increased use of the staff techniqués and FI 
the recent more extensive delegation of presidential activities to staff members 
indicate the present practical impossibility of personal Presidential direction saf 
and control of an additional agency. . the 

There are limits to the “span of effective attention” on the part of every f 
executive. The burdens and details of the Presidency are such as to indicate f les: 


that an additional independent agency would be beyond possible personal Bar 


Presidential control. ( 

2. Most of the authorities in American government are in full agreement that : lon 
complication in the executive branch organization makes congressional over- wh 
sight of the executive more difficult. . The preservation of de facte parity between ] A 
Congress and the Presidency and the preservation of the effectiveness of our : inc! 
fundamental system of checks and balances require that Congress keep the é ass 
executive structure as simple as possible. An additional independent agency é for 
is an unnecessary additional burden for heavily laden congressional committees. F 8 

3. If the Federal Savings and Loan Insurance Corporation is made independent : sub 
of the Federal Home Loan Bank Board, then an additional body of bank or of { 
association examiners must be created and staffed. Truly independent insur- seri 
ance regulation by an independent corporation would require additional exami- Bai 
nations every year of the member associations, in addition to the examinations % pre 
of a slightly different type required by the remaining supervisory and regulatory : bec: 


duties of the Federal Home Loan Bank Board. 

At present there is an acute shortage of highly qualified applicants to fill 
the existing vacancies of bank and savings and loan association examiners. 
The latest annual report of the superintendent of banks of the State of New York 
stresses this shortage, which is also being currently experienced by the Federal 
Home Loan Bank Board. 

Creation of a new separate examining agency at this time would serve only 
to dilute and make less effective and efficient the present examining agencies, 
Federal and State. 

If the new independent agency is to be dependent upon examinations by other 
than its own agents, there is no justification for the Corporation being granted 
independent status. 

4. Some of the predicted effects presented in the message accompanying this 
plan are not likely to occur. One prediction is that the plan “* * * will enhance 
the quality of the management of the Corporation.” 

This prediction is an implied criticism of the present management of the Cor- 
poration—the same management that would continue under the plan, except 
for 2 of the 3 members of the new Board of the Corporation. Under the plan 
presented presumably the present lower level managers would continue their I 
present functions, except for new directions by the new Board, one of whose é al 
members is the Corporation’s present Board Chairman. s Ass 

I am not aware that any evidence has been presented to Congress that i I 
demonstrates that the present Bank Board members are less than highly com- y & L 


petent. 
If the originators of this Reorganization Plan No. 2 believe the present man- to R 
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agement quality level of the Corporation through the Federal Home Loan Bank N 
Board is less than desirable, the better course of action would be further inves- j oug! 


tigation into present management, rather than a divorce between the Corpora- stan 
tion and the Bank Board. Even if this plan becomes effective, the Bank Board M 
will retain far too many responsibilities in supervising and regulating savings ; riche 
and loan associations for it to be permitted to have anything but a very high : like 
level of management quality. + a 


The granting of a new independent status would not solve any present problem : M 
of low management quality. Furthermore, I know of no indications that the C] 
present quality of management is anything but highly satisfactory. : 

5. Similarly, the message accompanying plan No. 2 also states that the plan F M 
“will promote continuing public confidence in the savings and loan insurance z C] 
program. * * *” This same message notes that “the volume of savings insured A M 
by the Corporation has increased nearly sixfold in the last 10 years and now Cl 
stands at approximately $28 billion.” ; 

There appears to be no lack of such public confidence today or reason to doubt i M 
that this confidence will continue, in view of the constantly rising level of in- Cl 
sured savings deposits in savings and loan associations. Apparently the public : We: 


cannot see any distinction in respect to fundamental soundness between the orde’ 
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guaranties of the Federal Savings and Loan Insurance Corporation and the 
FDIC. 

6. The accompanying message also states that this plan “* * * will better 
safeguard the interests of the Corporation and of the Treasury in minimizing 
the danger of losses arising from the contingent insurance liability.” 

There is no evidence to indicate that a new independent corporation would be 
less interested in sound regulation than the present or new Federal Home Loan 
Bank Board. 

7. Finally the accompanying message predicts that the plan “* * * will in the 
long run tend to reduce expenditures of the Government * * *”, reductions 
which ‘“* * * it is not practicable, however, to itemize at this time. * * *” 

A new independent agency with additional overhead will undoubtedly mean 
increased expenditures by the institutions who must support it by fees and 
assessments, with no reasonable predictable cause presented for even hoping 
for reduced governmental expenditures. 

8. There are other basic defects in Reorganization Plan No. 2 as it has been 
submitted to Congress. The plan fails to stipulate the duration of the terms 
of the two new Board members of the Corporation. The-plan also fails to de- 
scribe adequately the division of functions between the Corporation and the 
Bank Board. Because of these and other indications of undue haste in the 
preparation and submission of the plan, Congress should reject the plan if only 
because of a lack of sufficient information about its essential effects. 


CONCLUSION 


I wish to thank you, Mr. Chairman, and the other distinguished members of this 
subcommittee for permitting me to present this statement. I hope I may have 
been of some slight assistance to you in your deliberations. I strongly believe 
that the willingness and determination of Congress to continne as an independent 
and equal branch of our Government can well be measured by the degree and 
quality of independent judgment manifested in considering reorganization meéas- 
ures such as this. 

I urge you to recommend the rejection of Reorganization Plan No. 2. 


Chairman Dawson. Mr. Morrison. 


STATEMENT OF W. FRANKLIN MORRISON, CHAIRMAN, LEGISLA- 
TION COMMITTEE, NATIONAL SAVINGS AND LOAN LEAGUE 


Mr. Morrison. Mr. Chairman, my name is W. Franklin Morrison. 
I am executive vice president of the First Federal Savings & Loan 
Association of Washington, D. C. 

I am chairman of the legislation committee of the National Savings 
& Loan League, and am appearing here in that capacity in opposition 
to Reorganization Plan No. 2. 

Now, Mr. Chairman, the points in this statement have been so thor- 
oughly covered that we would like to offer it in the record, and let it 
stand on that. 

Mr. Braman, the manager of the league, is here if anyone would 
like to ask either of us any questitons. 

Chairman Dawson. Mrs. Harden ? 

Mrs. Harpen. I have no questions, 

Chairman Dawson. Mr. Brown? 

Mr. Brown. I willalso read this statement carefully. 

Chairman Dawson. Mr. Fascell ? 

Mr. Fascetu. I have no questions, Mr. Chairman. 

Chairman Dawson. Mr. Henderson ? 

Mr. Henperson. No questions. 

Chairman Dawson. I, too, want to thank you both for being with us. 
We are trying to give this matter as much consideration as we can in 
order that the Congress might have the opportunity to judge what the 
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people think who actually are out in the business, and your statement 
will be given thorough consideration at our executive session. 
Mr. Morrison. Thank you. 
(The complete statement follows :) 


STATEMENT OF W. FRANKLIN MoRgRISON, CHAIRMAN, LEGISLATION COMMITTEE, 
NATIONAL SAVINGS AND LOAN LEAGUE 


My name is W. Franklin Morrison; I am executive vice president of First 
Federal Savings & Loan Association, of Washington, D. C. I am chairman of 
the legislation committee of the National Savings and Loan League and am 
appearing here in that capacity in opposition to Reorganization Plan No. 2. 

The Federal Home Loan Bank Board was established in 1932 in order to pro- 
vide home-mortgage credit for savings and loan associations. In 1933 Congress 
authorized the creation of a Federal type of savings and loan institution called 
Federal savings and loan associations and the Federal Home Loan Bank Board 
was given the chartering and supervising authority over these institutions. In 
1934 the Federal Savings and Loan Insurance Corporation was created in order 
tu insure the accounts in Federal savings and loan associations and in State- 
chartered savings and loan associations. The Insurance Corporation was like- 
wise placed under the Federal Home Loan Bank Board. These 3 functions and 
duties of the Federal Home Loan Bank Board are carried out under 3 separate 
congressional acts. The Board and many of its staff work on all 3 functions. 
The cost of the operation is borne entirely by the industry it serves and not out 
of appropriated funds. 

The Federal Home Loan Bank Board has been an outstanding success in its 
field. Through the Home Owners’ Loan Corporation, one of its affiliates, the 
Federal home-loan banks it created, and the insured savings and loan associations, 
it was a dominant factor in restoring order to the home mortgage market. 
Savings and loan associations now hold over $34 billion of the Nation’s savings 
in thrift accounts, and provide the funds for over a third of the home mortgage 
financing in the United States. The operation of the Federal Home Loan Bank 
Board has been extremely conservative, the supervision of these institutions has 
never been stronger or better and a good indication of the tightness of the opera- 
tion of the Federal Savings and Loan Insurance Corporation is indicated by 
the fact that it has not had a loss in over 11 years. 

The proposed Reorganization Plan No. 2 of 1956 would take the Federal 
Savings and Loan Insurance Corporation out from the Federal Home Loan Bank 
Board and place it under a three-man board of trustees, one of which, however, : of 
would be the Chairman ex officio of the Federal Home Loan Bank Board. The P vr 
Insurance Corporation, by the terms of the plan, would be made subject to the : ; 
control of the President, which, under the existing setup, would mean direct a5 a 
control by the Bureau of the Budget. We are opposing the plan for the following : and 
reasons: i 

1. The Federal Home Loan Bank Board since its inception has been bipartisan ; 
its expenses have been borne by the industry it serves and it has been admin- 
istered as a quasi-judicial body. The proposed reorganization plan does not 
set up a bipartisan board for the Federal Savings and Loan Insurance Corpora- 
tion, prescribes no terms of office for the incumbents, removes the quasi-judicial 
feature of their duties and makes them a political arm of the Government. It is 
difficult to see how this could strengthen or aid an industry which pays its own 
expenses or how it could be in the public interest. : ; 

2. Instead of eliminating a Government agency, a new Government agency i It is 
would be created. ; two | 


ance 


3. There would be substantially increased expenses of operation, and accord- ; a Sey 
ingly one of the primary purposes of the plan would not be effected. . | 
4. The Hoover Commission recommended that “no person be permitted to serve ae 
as a member of the Federal Home Loan Bank Board and the Federal Savings Banl 
and Loan Insurance Corporation at the same time.” ‘The recommendation of the thro 
Hoover Commission would not be complied with, since the Chairman of the : hand 


Federal Home Loan Bank Board would also serve as 1 of the 3 members of ta'3 
the board of trustees of the Federal Savings and Loan Insurance Corporation. 0 oP 
5. The President’s plan presupposes that the Insurance Corporation would be instit 
strengthened by the reorganization plan and thus apparently justify the increased Su 
expense. The facts do not justify this assumption. The Federal Savings and tors 
Loan Insurance Corporation has not had a loss for 11 years. Supervision by savin 
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the Federal Home Loan Bank Board has never been stronger or better, and 
the institutions themselves are sound and efficiently operated and managed. 

6. The creation of two separate agencies with overlapping duties and functions 
tends to weaken Government administration rather than strengthen it. Any 
reorganization plan involving as it does an industry of $40 billion and of such 
great importance to the American people in the field of thrift and home financing 
should not be effected until it has had very careful study and thought. There 
is no impending emergency or crisis that would demand the adoption of any 
plan without careful study. 

For the foregoing reasons it is respectfully submitted that Reorganization Plan 
No. 2 of 1956 should be rejected by Congress. 


Chairman Dawson. Mr. Highsmith. 


STATEMENT OF ALBERT W. HIGHSMITH, ORGANIZATIONAL DIREC- 
TOR, CITIZENS COMMITTEE FOR THE HOOVER REPORT 


Mr. Hieusmirn. Mr. Chairman, Mrs. Harden, gentlemen. 

My name is Albert W. Highsmith, of Arlington, Va. I am organi- 
zational director for the Citizens Committee for the Hoover Report, 
441 Lexington Avenue, New York. 

The acting chairman of the citizens committee, Julian S. Myrick, 
has asked me to present the following statement to your committee on 
behalf of Reorganization Plan No. 2. 

Reorganization Plan No. 2, submitted to Congress by President 
Kisenhower, on May 17, 1956, is in accord with a recommendation of 
the Commission on Organization of the Executive Branch of the 
Government submitted to Congress in its report on lending, guaran- 
teeing, and insurance activities. 

In recommendation No, 4 of this report, the Commission proposed : 

That no person be permitted to serve as a member of the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation at the same time. 

Mr. Brown. May [ interrupt right there. As a member of the 
Commission I think I recall this recommendation No. 4, and I have, 
of course, read this reorganization plan with a great deal of interest. 

The Commission recommended that no person be permitted to serve 
as a member of the Home Loan Bank Board and the Federal Savings 
and Loan Insurance Corporation at the same time; but this plan 
provides that the Chairman of the Home Loan Bank Board shall serve. 

Mr. Hicusmirn. I realize there is some inconsistency. 

Mr. Brown. Then it isn’t fair to say this is exactly the same. 

Mr. Hieusmitu. No, I think the word “accord” is probably adequate. 

Mr. Brown. That is all, Mr. Chairman, thank you. 

Mr. Hicusmirn. At present, the Federal Savings and Loan Insur- 
ance Corporation is controlled by the Federal Home Loan Bank Board. 
It is desirable and in the public interest that the management of these 
two agencies should be separately operated and administered. Such 
a separation is desirable, because their purposes and objectives might 
in some circumstances be in conflict. The objectives of the Home Loan 
Bank Board include promoting and encouraging home financing 
through making money available for mortgages while on the other 
hand that of the Federai Savings and Loan Insurance Corporation is 
to insure the deposits in savings and loan associations and similar 
institutions. 

Since the latter’s objective is to protect the interests of the deposi- 
tors, its main concern must be the preservation of the assets of the 
savings and loan associations and other similar insured institutions. 
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Obviously, it is possible that conflicts might develop between an 
agency designed to protect the interest of the depositors in such as- 
sociations and-an agency concerned with the promotion of home:build- 


ing through making money available for mortgages. To protect more 

adequately the interests of depositors in such lending institutions, 

these two agencies of the Federal Government should be separated. 
For reasons similar to these, the Comptroller General of the United 


States in his report of audit of the Federal Savings and Loan Insur- 
ance Corporation submitted to Congress on February 13, 1950 (81st 
Cong., 2d sess., H. Doc. 467, p. 8) recommended that Congress con- 
sider separating the Federal Savings and Loan Insurance Corpora- 
tion from the Home Loan Bank Board. The Comptroller General 
in his report to Congress said : 


4. SEPARATION OF REGULATORY AND INSURANCE FUNCTIONS 


We believe that there is a serious question as to the desirability of permitting 
an agency having the authority to promote and charter Federal savings and 
loan associations which are required by law to be insured; also to administer 
insurance underwriting. Experience has shown that the responsibilities for these 
functions are inherently conflicting. 

We recommend that Congress consider separating the Federal Savings and 
Loan Insurance Corporation from the Home Loan Bank Board. 

Such a separation of functions exists in the commercial banking field. The 
Federal Deposit Insurance Corporation is ind:pendent of the Federal and State 
bank supervisory authorities, but coordination is an objective of the require- 
ment that the Comptroller of the Currency, is a member of the Board of Directors 
of the FDIC. 

FDIC and FSLIC perform the same functions in different fields of banking and 
undoubtedly belong in the same group. 

In his audit of the Federal Savings and Loan Insurance Corporation for the 
year ending June 30, 1954 (submitted on October 10, 1955, 84th Cong., H. Doe. 
276), the Comptroller General pointed out that the present premiums paid by 
insured building and loan associations are one-twelfth of 1 percent per annum 
of the total amount of all accounts plus creditor obligations. When Congress 
in 1950 reduced the amount from one-eighth of 1 percent to one-twelfth of 1 per- 
cent per annum, it was the intention of Congress that net earnings of the Cor- 
poration should be accumulated in a reserve fund until they equaled 5 per- 
cent of all insured accounts. In addition, the Federal Savings and Loan Insur- 
ance Corporation can levy a further charge on members to cover administrative 
costs and losses of not more than one-eighth of 1 percent annually. This has 
never been levied. 

The Comptroller General presented in his report a table showing 
the raito of insured liabilities of associations to the reserve of the 
FSLIC. This table showed that the ratio had declined from 0.88 
percent in 1949, the year the reassessments were reduced, to 0.65 per- 
cent in 1954. After presenting this table showing this reduction, the 
Comptroller General went on to observe: 

The above table shows the continuous increase in the insured liability of all 
associations. It also shows the relatively small amount of the insurance fund 
reserve in relation to the insured liability of over $22 billion. The ratio of the 
reserve to the insured liability has decreased every year since the insurance 
premium rate was reduced one-third effective July 1, 1949. If the insurance 


fund reserve of 5 percent referred to in the National Housing Act is ever to be 
accumulated, it appears that the insurance premium rate will have to be in- 


creased. 

It is significant to note that in the case of the Federal Deposit In- 
surance Corporation, which performs a similar function for banks, 
the ratio of reserves to insured liabilities was about 1.3 percent as 
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compared to 0.65 percent for the Federal Savings and Loan Insurance 
Corporation. 

Accompanying me is Dr. Harold W. Metz, research director of 
the citizens committee, who is available in case the committee should 
have questions on the technicalities of this matter. 

Shairman Dawson. Thank you. 

Mrs. Harden ? 

Mrs. Harpen. No questions. 

Chairman Dawson. Thank you. 

Mr. Brown? 

Mr. Brown. Mr. Highsmith, I, of course, am very happy that we 
have an organization such as the Citizens Committee for the Hoover 
Report to try to make effective as many of the reforms as possible 
which have been recommended by the second Hoover Commission. 

However, I want to call your attention to the fact, that the Hoover 
Commission in none of its recommendations ever charted exactly the 
method, or means, or way, that should be followed in accomplishing 
these reforms. Therefore, I assume, and if I am wrong I want you 
to say so, that your organization is primarily interested in seeing 
these reforms made effective, rather than in the method which might 
be followed. 

In other words, you wouldn't care particularly would you whether 
this was done by a reorganization plan or by an enactment by Con- 
gress ? 

Mr. Hienusmirn. The time element of course, plays some part in 
it. We want as many as quickly as possible implemented. 

Mr. Brown. You heard, of course, some of the criticisms made of 
this reorganization plan. 

Mr. Hieusmirn. Yes. 

Mr. Brown. In spite of those criticisms, you still feel that the Re- 
organization Plan No. 2 has been well prepared and should be put 
into effect? 

Mr. Hicusmiru. Well, sir, you are placing me in an embarrassing 
position. 

Mr. Brown. I hesitate to do that but I am placed in an embarras- 
sing position every day dozens of times, when I have to vote on rather 
controversial issues, and consider rather controversial matters just 
like this. 

Mr. Hieusmirn. My main function with the committee is not a 
policy function. As you will note, most of this statement is the state- 
ment of our accounting chairman. I am here merely as a mouthpiece, 
if you will, sir, to present this statement. 

Mr. Brown. Well, you have been a very able mouthpiece. 

Mr. Hieusmirn. Thank you, sir. 

Chairman Dawson. Mr. Fascell? 

Mr. Fascein. I have no questions. I just would like to thank Mr. 
Highsmith for having the spirit and interest to come to the commit- 
tee to present the views of his organization. 

Chairman Dawson. Mr. Henderson? 

Mr. Henverson. No questions. 

Chairman Dawson. Thank you very much, Mr. Highsmith. 

We will now hear from Mr. Kane of the General Accounting Of- 
fice. The General Accounting Office has been quoted often in this 
hearing. 
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STATEMENT OF OWEN KANE, ON BEHALF OF THE GENERAL 
ACCOUNTING OFFICE 


Mr. Kane. Mr. Chairman, the Comptroller General, Mr. Joseph 
Campbell, furnished you a report dated June 22 on the proposed re- 
organization plan. I will not read the letter but ask that it be in- 
serted in the record. 

Chairman Dawson. Unless there is objection, that will be inserted 
in the record at this point. 

(The letter referred to is as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 22, 1956. 
B-128288 


Hon. WiLit1AM L. DAWSON, 
Chairman, Committee on Government Operations, 
House of Representatives. 


DEAR Mr. CHAIRMAN: Reference is made to your letter dated June 15, 1956, 
acknowledged June 18, 1956, requesting our comments on House Resolution 541, 
a resolution of disapproval of Reorganization Plan No. 2 of 1956. 

Reorganization Plan No. 2 would establish, separate from the Federal Home 
Loan Bank Board, a new Board of Trustees of the Federal Savings and Loan 
Insurance Corporation; vest the management of the Corporation in the Board 
of Trustees; and transfer the insurance functions of the Federal Home Loan 
Bank Board to the Board of Trustees and to the Corporation. The Board of 
Trustees would be composed of two members appointed by the President, with 
the advice and consent of the Senate, and the Chairman of the Federal Home 
Loan Bank Board, ex officio, as the third member. The Chairman of the Board 
of Trustees would be appointed by the President from one of the two appointive 
members. 

Under the plan the Federal Home Loan Bank Board would continue super- 
vision and regulation of the 11 Federal home-loan banks, and the chartering, 
supervision, and regulation of Federal savings and loan associations. The man- 
agement and functions of the Federal Savings and Loan Insurance Corporation 
would be exercised by the new Board of Trustees of the Corporation. 

In the President’s message to the Congress on the purpose and desirability 
of the reorganization plan, reference is made to the recommendation in the 
General Accounting Office audit reports that the Congress consider complete 
or partial separation of the agencies. 

In our reports on the audit of the Federal Home Loan Bank Administration, 
the Federal home-loan banks and the Federal Savings and Loan Insurance Cor- 
poration for the fiscal years ended June 30, 1945, and June 30, 1946, we stated 
that there was a serious question as to the desirability of permitting one agency 
to exercise the function of promoting and chartering Federal savings and loan 
associations as well as the supervision of insurance underwriting. We recom- 
mended that the Congress consider complete or partial separation of the Corpo- 
ration from the Board, which would necessitate the creation of a Board of 
Trustees or Directors for the Corporation. We made suggestions concerning 
the composition, tenure, and qualification of the Board membership. The rec- 
ommendation was repeated in substance in subsequent audit reports for the 
fiscal years 1947, 1948, and 1949. 

We believe that the separation of the responsibilities for chartering and 
supervising Federal savings and loan associations and for insurance underwrit- 
ing is highly desirable. The exercise of the two responsibilities is inherently 
conflicting. However, there are several considerations which, in our opinion, 
are not adequately covered by Reorganization Plan No. 2. 

First, the plan does not provide a definite tenure of office for the appointive 
members to the Board of Trustees. In contrast, the term of office of the mem- 
bers of the Federal Home Loan Bank Board is 4 years, as provided by Reor- 
ganization Plan No. 3 of 1947. 

Second, no provision is made as to the qualifications of the appointive mem- 
bers of the Board of Trustees. 

Third, although the Chairman of the Federal Home Loan Bank Board would 
be an ex officio member of the Board of Trustees, there would be no provision 
for representation on the Board by other Government agencies having respon- 
sibilities and functions in the Government housing programs. The matter of 
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Board representation by other Government agencies is an important element 
in achieving well-balanced and coordinated Federal housing and finance pro- 
grams, particularly since enactment of the Housing Amendments of 1955, which 
removed the Federal Home Loan Bank Board (including the Federal Savings 
and Loan Insurance Corporation) from the jurisdiction of the Housing and 
Home finance Agency and made it an independent agency. 

Also, we have noted that House Committee on Banking and Currency in report- 
ing the Housing Act of 1956, H. R. 11742, has included a provision preventing 
hteorganization Plan No. 2 from going into effect, or nullifying the plan if it 
has become effective by the time the Housing Act is enacted. The committee 
explained in its report (H. Rept. No. 2363) that any basic change in the organ- 
izational structure of the agencies involved should only come about after ade- 
quate consultation with the Congress, the Board, and the industry, and stated 
that it had serious question as to the basic merits of the plan and its possible 
effect on the savings and loan associations of the country. H. R. 11742 directs 
the Federal Home Loan Bank Board to study methods of achieving improvements 
in the operation of the Federal Home Loan Bank System and to report its findings 
and recommendations to the House and Senate Committees on Banking and 
Currency by January 31, 1957. 

A somewhat similar position was taken in the Senate by the sponsors of 
Senate Resolution 291, which disapproves Reorganization Plan No. 2. See 
Congressional Record of June 18, 1956, pages 9392-9393. 

In view of the above, we believe that interests of the Congress will be better 
served if the proposed separation of the agencies is considered under the normal 
legislative process rather than by the reorganization plan method. Accordingly, 
it is our recommendation that Reorganization Plan No. 2 be disapproved. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Kane. As you know, the plan referred to the fact that the 
General Accounting Office made recommendations in the early audit 
reports under the Government Cor poration Control Act of the Home 


Loan Bank Board and the FSLIC. The first report was made in 
1948 for the fiscal years 1945 and 1946. It contained a recommenda- 
tion that Congress consider the desirability of separating completely 
or partially the functions of the two agencies. We made suggestions 
with respect to the composition, tenure, and qualifications of the 
board or board of directors that would be necessary to be established 
in the event of such separation. 

We would be very happy if the plan had been submitted to the Con- 
ress in a form that we could endorse, because we still feel that it is 
ighly desirable from the standpoint of proper checks and balances 

in Government operations that these two functions at the policy level 
be separated. The plan is deficient insofar as the board composition 
is concerned. There is no mention made of tenure and qualifications 
of the Board which we think are necessary. 

Some reference was made to the fact that our 1945-46 report stated 
that the Board should consist of 7 to9 members. Now there has been 
a lot of water over the dam since that recommendation was first made ; 
and there has been a tremendous increase in the complexity and magni- 
tude of the total housing program in the Government. In addition, 
Congress has acted with respect to the status of the Home Loan Bank 
Board by making it an independent agency. Therefore, at this point 
we feel that before this plan be adopted, it Should have more considera- 
tion by the Congress. It is too important at this time to put such a 
tremendous change in operation without normal congressional con- 
sideration not only in the light of the Board and the Corporation it- 
self, but in relation to the entire housing program. The United States 
Government is involved in billions of dollars’ worth of housing— 
defense housing and civilian housing—and there are numerous agen- 
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cies in the Government that have housing responsibilities. We feel 
that a board of this type should have some representation by the top 
housing officials in the Government. There is a tendency toward 
further segmenation in housing, and that has certain weaknesses, be- 
cause the program is entirely too large throughout the Government 
not to be properly coordinated. 

We noted that the House Banking and Currency Committee has 
suggested that a study be made and we heartily concur in that, Mr. 
Chairman, and the Comptroller General has stated that our services 
are available to this committee, to the two Banking and Currency 
Committees, and any other committee of Congress that needs and 
wants our assistance in study of this program. 

Chairman Dawson. Mrs. Harden. 

Mrs. Harpen. Yes, I have a question, Mr. Chairman. I didn’t 
understand how many people you think should be members of the 
Board. 

Mr. Kane. We made that recommendation in 1948. We suggested 
7 to 9. We recommended that there be representation from the Hous- 
ing and Home Finance Agency, from the affected industry, and that 
is probably very important, and other officials in the Government. 
At this time, as I say, the program has completely changed. We have 
not given any serious consideration as to what the actual composition 
of the Board should be today. 

Mrs. Harpen. Thank you. That is all. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. No questions. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascetui. I would just like to get briefly what your ideas are 
on the inherent conflicts. This is something that either should be 
discussed now or later, if it becomes a legislative proposal, but it seems 
to me it is important. 

Mr. Kanpr. It is one of those things that is rather diaphanous and 
tenuous but potentially a concrete problem. 

Mr. Fascetn. You mean it is nebulous? 

Mr. Kane. Yes, but it has a basis. In our 1945 report we stated that 
we observed up until 1946 that there had been 28 associations which 
had to have assistance from the Corporation and we found that some 
of those associations to whom assistance had been given were not in too 
sound a condition when they were insured. Now we have to remember 
that this was early in the insurance program and the purpose then 
was to get the savings segment, the building and loan associations, on 
a sound basis. 

Mr. Fascetz. This statement that you are citing now is the basis 
upon which the original recommendation was made and is the reason 
why it was carried forward year by year until 1950, and then dropped, 
or let us say reconsidered, not dropped or abandoned. 

Mr. Kane. Primarily in 1950 we dropped it from the audit report 
because the Banking and Currency Committee had under considera- 
tion for quite a long time changes in both the FSLIC and the 
Home Loan Bank Board. Frankly, I talked to the two staffs at that 
time. We realized there wasn’t going to be anything done at that 
time. It was a matter of record, and if the matter ever came up again, 
we would put all on notice that our position would remain the same 
insofar as the desirability of separating the two functions. 
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Mr. Fasceiz. Let me ask you another question: Aren’t the financial 
criteria fixed by law, of the applicant for a charter ? 

Mr. Kane. Offhand, I don’t think so. The criteria are determined 
in accordance with the regulations of the Board and the Agency. 
There are certain reserves required, of course, of the association. 

Mr. Fasceiu. You have to start out with a certain amount of money ? 

Mr. Kane. I can’t answer that offhand. Mr. William Martin, of our 
Audit Division, is here with me. 

Mr. Fascerx. Let us put it another way. As far as your current 
audits are concerned, you had no occasion to find that the same situa- 
tion existed today as in an earlier situation ? 

Mr. Kane. We observed no manifestations of weakness which would 
“ause us to put comments in our audit reports. 

Mr. Fascetn. And that original comment was based upon an idea 
that an organization at the time it was insured was not as financi: lly 
sound as they should have been ? 

Mr. Kane. That is right, and there were 28 cases. 

Mr. Fascett. And as a result of that back in those days it then 
became necessary for the corporation to come in and bolster this opera- 
tion ¢ 

Mr. Kane. That is right; but since then, from the principle of 
overall government, we have reconsidered it and still think it highly 
desirable. 

Mr. Fascetu. But it is not anything of any urgency / 

Mr. Kane. Well, if we can get it in the next 10 years, after waiting 
this 10 years, we will be very happy. 

Mr. Fascety. O. K.; that is all. 

Mr. Brown. May I: ask one question ? 

Chairman Dawson. Yes, Mr. Brown. 

Mr. Brown. Do you, in the light of the question here, agree or dis- 
agree with the recommendation No. 4 of the Hoover Commission that 
the Home Loan Bank Board and the Federal Savings and Loan Insur- 
ance Corporation be separated and different indiv iduals serve on both ? 

Mr. Kane. We furnished a report to this committee with respect to 
that recommendation, as to the Hoover Commission comment, and, as 
I recall it, we stated that that would be a policy matter for determina- 
tion by the C ongress. 

Mr. Brown. But you just stated a while ago you wanted to help 
Congress reach these decisions. Now we are trying to get a little 
help from you. 

Mr. Kane. Frankly, Mr. Brown, we have not really made a study 
as to what the composition of the Board should be. 

Mr. Brown. Do you still audit or check some of the work of this 
Board and Bank ? 

Mr. Kanr. Yes; we do; under the Government Corporation Control 
Act, we e audit the C orporation and the banks. 

Mr. Brown. And you find closer supervision, do you, than you did 
when you found some of these bad cases? 

Mr. Kane. We have not had occasion to make a complaint in our 
report to Congress. There is one thing, though, that we have taken 
up administratively and mentioned in our report—that the examina- 
tion reports made by the Examining Division of the Board are fur- 
nished to the presidents of the banks for the purposes of reviewing 
and taking whatever action is necessary from the standpoint of the 
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Board as the chartering institution and from the standpoint of the 
Corporation as an insuring institution. Now, that is an adminis- 
trative matter which we have felt the president of the bank should 
not exercise; that there should be a responsibility on the part of the 
Corporation itself to take action on the recommendations or defi- 
ciencies mentioned in the Examining Division’s reports. 

Mr. Brown. You will agree, I am sure, that when we are in a boom 
or inflationary period, most financial institutions and business organi- 
zations have pretty easy sailing. In times of depression or trouble, 
they often encounter difficulties. 

Mr. Kanu. That is right, and that is when these problems will come 
up. 
Mr. Brown. Therefore, under those circumstances, and with your 
knowledge of these two organizations and your knowledge that every- 
body in Congress, and I think everybody in the industry wants to do 
what they can to inake these institutions safe and sound, do you feel 
that the Congress itself should take action to increase the charge or 
rate of charge for insuring these associations and build up a greater 
reserve ? 

Would you recommend that, or would you not ? 

Mr. Kane. We have not made such a recommendation. We have 
made the observation that the reserve has decreased as a result of the 
premium charge. We have made a recommendation, I might as well 
mention it, that under the Federal Deposit Insurance Corporation 
its premium is based on the average of the amount insured for the 
year, whereas the FSLIC changes on the basis of savings at the be- 
ginning of the policy = We have recommended that it be done 
on the average basis, which would have increased the reserve approxi- 
mately $7 million over a period of 4 or 5 years. 

Mr. Brown. Congress reduced this rate at the time things were just 
a little slow. 

Now, I am just wondering if, in your opinion, you think Congress 
should increase the contribution, when business is a little brisk. 

Mr. Kane. You have to consider FDIC and FSLIC in the same 
breath on that one. 

Mr. Brown. I am just trying to get information and advice. I did 
not mean to embarrass you. 

Mr. Kane. We would be glad to look into it and tell you what our 
views would be. 

(A list of General Accounting Office audit reports follows:) 


General Accounting Office audit reports containing recommendation concerning 
separation of the Federal Savings and Loan Insurance Corporation from the 
Federal Home Loan Bank Board 


Fiscal | Report on audit of— | Page 








H. Doe. | Cong. 
year | | | No. 
1945-46 | Federal Savings and Loan Insurance Corporation .._............-- | 4 | 660 | 80th 
1945-46 | Federal Home Loan Bank Administration and the Federal home- | 
NN ND 6 rahe bal cin eda ehh ee ie edb hgh Mibdahinna ho heidian a 9 706 | 80th 
1947 | Federal Savings and Loan Insurance Corporation. ___..._....._--- 4 153 8ist 
1947 ae Loan Bank Administration and the Federal home- 
joan banks.-__.......-- ameede bbl ciasackasbindee itewino apeuvseistaiatiania 7 209 8ist 
1948 Federal Savings and Loan Insurance Corporation —_...__.-..._.---} 4 251 | 8ist 
1948 | Federal home-loan banks and Home Loan Bank Board _...___- : 31 343 8ist 
1949 Federal Savings and Loan Insurance Corporation _-_-_---_-_- 8 467 | 8ist 
| 
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In the 1949 report on audit of Federal home-loan banks and the Home Loan 
Bank Board (H. Doe. 578, 81st Cong.), the recommendation was not specifically 
made. In lieu thereof (p. 34) was a paragraph dealing with the reorganization 
of the Home Loan Bank Board. This paragraph dealt with the overall plan for 
centralization of Government housing functions into a Housing and Home 
Finance Corporation, which the General Accounting Office prepared at the 
request of the Government Operations Subcommittee of the House Committee 
on Expenditures in the Executive Departments. The plan provided that HLBB 
would become an operating division of the proposed new Corporation to super- 
vise the functions of the Federal home-loan banks. The functions of HLBB 
with respect to FS&LIC were to be relocated. 

In the 1950 report on audit of the Financial Statements and Accounts of the 
Home Loan Bank Board and the Organizations under its Supervision (H. Doc. 
169, 82d Cong.), no recommendation was included concerning the separation 
of these functions. The report stated (p. 7) that in view of the recency of 
congressional consideration given to the organic laws, no new recommendations 
to the Congress were being made. No reference was made to the old recom- 
mendation concerning separation of FS&LIC from HLBB. 

The recommendation has not been included in subsequent audit reports. 
Beginning with the 1953 report, however, the reports have contained an obser- 
vation concerning the desirability of separating certain supervisory activities 
of the home-loan bank presidents. These activities include both normal bank 
lending activities and supervisory functions over insured institutions. See page 
5 of the 1953 report on audit of the Financial Statements and Accounts of the 
Home Loan Bank Board and the Organizations under its Supervision (H. Doc. 
371, 88d Cong.). Also, see page 3 of the 1954 report on audit of Federal home- 
loan banks (H. Doc. 277, 84th Cong.). 


Chairman Dawson. Thank you very much, Mr. Kane. 

We have reversed the usual procedure. Usually, the author of a 
resolution is the first witness. 

The author of the resolution objecting to this plan was Mr. Fascell 
and we have saved him to close up our hearings. 

Mr. Fascell. 

Mr. Fasceiz. Thank you, Mr. Chairman. 

I will summarize this very briefly. I had intended originally to 
take all of the arguments sent duwn in the message and analy ze them 
one by one, and show what I felt were the reasons why the arguments 
could not be sustained and therefore why I had introduced the reso- 
lution to disapprove the reorganization plan. 

I think the testimony before the committee has been such today 
that there should be no doubt in anybody’s mind that this reorgani- 
zation plan should be disapproved and that the disapproving resolu- 
tion should be adopted. 

The plan is so vague, so indefinite, it creates so many changes and 
puts so much responsibility upon the industry, which at this point, its 
delineations and its objectives are not really yet known because they 
are not set forth in the plan. 

The plan creates a new agency. We would have 2 instead of 1. 
It creates new positions, at “Teast two, and maybe more—goodness 
knows how many more. 

There is no term of office fixed for the trustees. There is no bi- 
partisanship provided for in the new Board. It is not consistent 
with the Hoover Commission report, and we find, in fact, that the 
task force reported one thing and the Commission itself reported 
something else. 

We find that it divests Congress of whatever control it might 
have and changes the complexion of a so-called independent agency 
to one that would be completely without any doubt cabeurviend to the 



















































104 REORGANIZATION PLAN NO. 2 OF 1956 


control and direction of the President, and I am not so sure that is a 
good thing. And whether it is or not certainly should be the ques- 
tion of intense legislative study on the part of Congress. 

It gives powers to the Bureau of the Budget with which I have 
never been familiar before, and I think some of my older colleagues 
have expressed the same question as to whether or not this is a wise 
course to set down in a reorganization plan the power of the Bureau 
of the Budget to delineate beyond those things which were proposed 
in the original Reorganization Act of 1949. 

It is my personal belief, after listening to the testimony and the 
explanation of the plan, that that is exactly what the plan does. It 
gives a broad grant of authority to the Bureau of the Budget to 
delineate functions because of the fact that they could not be ex- 
pressed clearly and definitely in the plan itself, and therein, in my 
opinion, lies a great danger, 1f Congress were to pass and approve or 
allow this reorganization plan to be approved. 

Then, there is the question of the burden upon management, and I 
can envision and I think all of the management of the industry can 
envision exactly what I envision, with inspectors running all over 
the place, two sets of examinations, all kinds of forms, with no clear 
understanding as to exactly what would happen, and yet the ex- 
pression in the plan itself and the statement outside of the plan that 
contemplates the fact that only at the policy level would this thing 
have two heads and all the way down it would be joined. That is what 
it says, but we do not know whether it would actually be that way 
or not. 

We have objections which I would like to get in the record at this 
point from the Federal Savings and Loan Advisory Council. I will 
submit a certified copy of their resolution, also from the Federal Home 
Loan Bank of Greensboro, with a letter of the president, together 
with a resolution of the board of directors opposing the plan. 

Also opposition by the—and I am just picking some of these at 
random; there are many, many more from the industry—Savings & 
Loan Association, Dallas, Oreg.; The Bay Ridge Savings & Loan 
Association of Brooklyn, N. Y.; Jefferson Federal Savings & Loan 
Association, Louisville, Ky.; First Federal Savings & Loan Associa- 
tion, Austin, Tex.; Union Federal Savings & Loan Association, Baton 

Rouge, La.; and Florida Savings & Loan Association. 

(The documents referred to follow 3 

ORLANDO, FLA., June 23, 1956. 
Hon. DANTE B. FASCELL, 


House of Representatives, 
House Office Building, Washington, D. C.: 

Members of the executive committee of the Florida Savings & Loan League 
meeting today at Orlando express high praise for your leadership in introducing 
House Resolution 541, disapproving Reorganization Plan No, 2. They con- 
gratulate you on your understanding of the issues; are grateful to you for the 
interest you are showing in the welfare of the savings and loan business and 
the publie they service and are pleased that the leadership on this issue before 
the Congress is in such able hands. 
FLoripA Savines & LOAN LEAGUE, 
Car. F. DIstTeLHorst, 

Executive Vice President 
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THE DALLEs, OreEG., June 23, 1956. 
Hon. DANTE B. FASCELL, 
Member, Subcommittee on Reorganization, 
House of Representatives, Washington, D. C.: 


As the Oregon representative of the savings and loan industry, I wish to 
register by opposition to Reorganization Plan No. 2, on basis no emergency 
exists, this action is hasty and the problem, if any, should be carefully studied 
by constituted authorities concerned with savings and loan operation before 
taking action. 

B, M. KEITH. 


FEDERAL HoME LOAN BANK OF GREENSBORO, 
Greensboro, N. C., June 22, 1956. 
Hon. DANTE B. FASCELL, 
Member of Congress, House of Representatives, 
Washington, D. C. 

My Dear Mr. Fascetit: As you know, the Federal Home Loan Bank of Greens- 
boro is a reserve credit institution which serves 549 member savings and loan 
associations, 89 of which are located in Florida. The bank’s directors have 
studied Reorganization Plan No. 2 which was transmitted to the Congress of the 
United States on May 17, 1956. Individually and collectively, they have expressed 
their opinions that the plan is not in the best interests of the Federal Govern- 
ment, the more than 3 million savers and borrowers served by the savings and 
loan associations in the Fourth Federal Home Loan Bank District, and the 
savings and loan business. 

We are enclosing a copy of a resolution adopted by the bank’s board of di- 
rectors on June 18, 1956, which we hope you will consider in your deliberations 
on Reorganization Plan No. 2. You will notice that the bank’s directors com- 
mend and approve the position in opposition to the plan which has been taken 
by the Federal Savings and Loan Advisory Council and the national savings 
and loan trade organizations. 

Yours very truly, 
J. M. Srnx, Jr., President. 


RESOLUTION OF FEDERAL HOME LOAN BANK OF GREENSBORO, GREENSBORO, N. C. 


Whereas Reorganization Plan No. 2, heretofore submitted to the Congress of 
the United States, provides for a drastic change in the organization and opera- 
tion of the Federal agencies by separating the Federal Savings and Loan In- 
surance Corporation from the Federal Home Loan Bank Board; and 

Whereas the Federal Savings and Loan Advisory Council has adopted a reso- 
lution urging the rejection of said Reorganization Plan No. 2; and 

Whereas the savings and loan national trade organizations have taken prompt 
and vigorous action to alert the savings and loan business and the Congress to the 
dangers and weaknesses of Reorganization Plan No. 2, and have adopted a 
pregram of opposition to the plan: Now, therefore, be it 

Resolved, That the board of directors of the Federal Home Loan Bank of 
Greensboro commend and approve the actions of the Federal Savings and Loan 
Advisory Council and the savings and loan national trade organizations in 
opposing Reorganization Plan No. 2 and in urging the Congress of the United 
States to reject said plan; and be it further 

Resolved, That a copy of this resolution be forwarded to the Members of Con- 
gress from the Fourth Federal Home Loan Bank District, to the members of the 
Federal Home Loan Bank of Greensboro, to the chairman of the Federal Savings 
and Loan Advisory Council, and to the executive officers of the savings and loan 
national trade organizations. 


FEDERAL SAVINGS AND LOAN Apvisory COUNCIL 


Whereas the Federal Savings and Loan Advisory Council was crei‘ed by 
Congress under sertion 8 (a) of the Federal Home Loan Bank Act to confer 
with the Federal Home Loan Bank Board and the Board of Trustees of the 
Federal Savings and Loan Insurance Corporation on matters affecting the 
Federal home-loan banks and their members; and 
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Whereas the 17 members of the council, elected and appointed from each of 
the 11 regional Federal home loan bank districts throughout the Nation, were 
given no notice of Reorganization Plan No. 2 until it was made public a few 
days before the council’s meeting of May 24-25 and the council had absolutely 
no opportunity to study the proposal or offer its considered advice thereon; and 

Whereas Reorganization Plan No. 2 provides for a drastic change in the or- 
ganization and operation of the Federal agencies by separating the Federal 
Savings and Loan Insurance Corporation from the Federal Home Loan Bank 
Board; and 

Whereas such separation of the agencies would result in increased cost, need- 
less and conflicting duplication of supervision and inject partisanship into 
a newly created independent agency ; and 

Whereas the advisory council and the national trade associations are cur- 
rently conducting intensive studies designed to seek a Federal Home Loan Bank 
System of maximum effectiveness to the savers and home owners of the Nation: 
Now, therefore, be it 

Resolved, That the Federal Savings and Loan Advisory Council strongly urges 
the rejection of Reorganization Plan No. 2; and be it further 

Resolved, That a copy of this vesolution be transmitted to the President of 
the United States and to Members of Congress for their consideration and action, 
and to the Nation’s 6,000 savings and loan associations whose business is so 
vitally affected by this abrupt act. 

I hereby certify that the above is a true and correct copy of a resolution 
adopted by the Federal Savings and Loan Advisory Courcil at Washington, 
D. C., on May 25, 1956. 

FEDERAL SAVINGS AND LOAN ADvisory COUNCTL, 
Lacy Boaegsss, Secretary. 





Bay RipGe SAVINGS AND LOAN ASSOCIATION, H 

Brooklmm 9, N. Y., June 20, 1956. ‘ 

Reference to Reorganization Plan No. 2. 
Hon. DANTE B. FASvELL, 


House of Representatives, | 


Washington 25, D. C. “ 

Sir: Your cooperation is respectfully requested in the defeat of Reorganization oa 
Plan No. 2 for the following reasons: | the 
1. The probable necessity of filing separate reports to both the Federal Savings thr 
and Loan Insurance Corporation and the Home Loan Bank Board. the 
2. Submission of matters requiring approval of both agencies, first one and 1 
then the other. for 


5. Added examination costs. 1 
4. Effect of reorganization plan will result in chaos through conflicting rules ; twi 
and regulations. Ho 
5. Expensive duplication of examinations. 
6. The present single agency system to handle savings and loan affairs has 
been developed over a period of 25 years and has produced a strong and pro- 
gressive nationwide system of savings institutions which now finance a substan- 
tial part of our Nation’s homes. 
7. We question the wisdom of tampering with the present single-agency system 
as being questionable. 
8. The proposed reorganization plan would not result in economy of operation 
and would increase the cost of operations to individual savings institutions. 
9. Two boards with overlapping responsibilities for savings and loan operations 
might well result in conflicts of policy and added confusion. 
10. We are ready to support any constructive improvement in supervision of 
savings and loan business. The United States Savings and Loan League is cur- 
rently making a careful study of the Federal home-loan bank system with that 
end in view. 
May we count on your support in the defeat of the proposed Reorganization 
Plan No. 2 about to be submitted to you? 
Respectfully, 
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Henry G. Stern, President. 
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JEFFERSON FEDERAL SAVINGS AND LOAN ASSOCIATION, INC, 
Louisville 2, Ky., June 21, 1956. 
Hon. DANTE B. FAScELL, 
Offiice Building, House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN Fasceit: I wish to express the opposition of this 
association to Reorganization Plan No. 2 and to urge your support of congres- 
sional action to defeat it. The present single agency to handle savings and 
loan affairs is the culmination of numerous congressional enactments, which 
have established a nationwide system of savings institutions now financing 37 
percent of all home loans and we oppose the proposed change which would create 
another separate agency. Such change would increase the cost of the Govern- 
ment agencies to the savings institutions and the existence of two separate 
boards with overlapping duties for the savings and loan operations would result 
in conflicting policies and confusion to all concerned. 

*As you know, all insured savings and loan associations are members of the 
Home Loan Bank System—with resulting economies in overhead. Our institu- 
tions are interested in and will support constructive improvement in the super- 
vision of our business. The United States Savings and Loan League is now 
making a careful study of the Federal Home Loan Bank System with that end 
in view. 

I sincerely trust that you will recognize the merit of our position and that 
you will feel justified in giving your good assistance to defeat Reorganization 
Plan No. 2. 

Sincerely, 
IrRvIN Marcus, President. 


First FEDERAL SAVINGS AND LOAN ASSOCIATION, 


Austin, Tez., June 20, 1956. 
Hon. Dante B. FASCELL, 
House of Representatives, 
Washington, D. C. 

Dear Mr. FasceLi: I understand that on May 17, President Kisenhower 
transmitted to the Congress the Reorganization Plan No. 2 ef 1956. This plan 
contemplates that the Federal Savings and Loan Insurance Corporation will be 
established as an independent agency, subject to the direction and control of 
the President of the United States, with its affairs to be administered by a 
three-man board of trustees appointed by the President, one of whom shall be 
the Chairman of the Home Loan Bank Board. 

With all due respect to the President, I wish to submit my objection to the plan 
for the following reasons: 

1. Savings and loan associations over the country would have to deal with 
two government agencies—one, the Insurance Corporation, and the other, the 
Home Loan Bank System. This would in all probability result in a tremen- 
dous amount of confusion and overlapping of decisions and authority. 

2. The Insurance Corporation, if made an independent agency, would not feel 
the responsibility for the general progress and advancement of the savings and 
loans business, and would create an incentive to control salaries, dividends, pen- 
sions, and other functions that should be left to management of the associations. 

3. The operating costs of both the Insurance Corporation and the Board are 
now paid by members associations, and if the separation were effected, the plan 
would bring considerable operating expenses to the industry. 

4. The supervision and examination of associations would be doubly increased, 
since the Insurance Corporation and the Board would have their respective 
responsibilities and obligations to determine each year as to the soundness of 
member associations. 

5. The advice and counsel of leaders in the savings and loan industrv were not 
consulted before the plan was submitted, and if they had been, perhaps the 
President would have viewed the other side of the picture more carefully. 

I might also mention that this plan would not actually result in any benefit 
to the public, and is not a true interpretation of the Hoover Commission recom- 
mendation. 

The Federal Savings and Loan Insurance Corporation, as a part of the Federal 
Home Loan Bank Board, has been highly successful and progressive, and to 
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tamper with this combination in which the public has so much confidence might 
result in creating a lack of confidence on the part of the public. This would be 
a setback to the progress that the savings and loan industry has contributed in 
our economic life over the past years. 

You may be assured that this association, as well as all the others over the 
country, is interested in constructive improvement of the supervision of the sav- 
ings and loan business, and that should any changes occur in the future for 
improvement, the industry will support them to the limit. However, it is felt 
that the present plan under consideration would be detrimental rather than 
helpful to the business, and I earnestly solicit your support in defeating adop- 
tion of the plan. 


Very truly yours, 
A. B. Surertow, President. 





UNION FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Baton Rouge, La., June 19, 1956. 
Hon. DANTE B. FASCELL, 
House of Representatives, Washington, D.C. 

DeEaAR Stir: Your all-out opposition is requested to the proposed splitting up of 
the Federal Home Loan Bank Board as provided in Reorganization Plan No. 2. 
This plan, as you know, would divide the Federal Savings and Loan Insuraiice 
Corporation and the Federal Home Loan Bank Board into two separate agencies. 

The present single agency to handle savings-and-loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institutions 
which now finance 37 percent of all home loans. The wisdom of tampering with 
this present successful single agency is highly questionable and dangerous. It 
would create still another agency, which, unlike most reorganization plans pro- 
posed, would not result in economy of operation but rather would increase the 
expense of the Government agencies to individual savings institutions (which pay 
most of the costs of the Board and the Insurance Corporation). The existence 
of two boards, with overlapping responsibilities for the savings-and-loan opera- 
tion, would result in conflicts of policy and great confusion in the business as 
well as to Congress and the President. 

In addition, there are the following disadvantages to the plan: 

1. The congressional committees which deal with the Federal Home Loan Bank 
Board, and the Insurance Corporation, and the savings-and-loan business were not 
consulted on the plan and have never recommended a separation of the Corpora- 
tion from the Board. 

2. The plan injects an unfortunate partisanship into the agency by failing to 
require bipartisanship on the board of trustees of the Corporation. Unlike the 
Bank Board and most Government boards, all three trustees could be from one 
political party. 

3. The plan fails to provide for any term of office for the trustees. 

4. The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in Government. Whatever the possible 
merits of the plan are, it is impossible for it to claim “economy,” since it would 
establish 2 agencies in the place of the present 1. 

5. Although the letter accompanying the plan states that it follows a recommen- 
dation of the Hoover Commission, the Hoover report merely recommended that 
no one man serve on both boards, and there was no supporting data in the Hoover 
Commission report. 

6. The Hoover Task Force on Lending Agencies which recommended independ- 
ent status for the Bank Board last year specifically commented on the advantages 
of the present grouping of the Board and Insurance Corporation. 

7. Just last year the administration opposed the plan. Administrator Cole’s 
official comment on the Hoover Commission recommendation said, “I do not 
agree * * * that the Board and Insurance Corporation should be separate.” 

Our association is interested in and will support any constructive improvement 
in the supervision of the savnngs-and-loan business. The United States League 
currently is making a careful, painstaking study of the Federal Home Loan Bank 
System with that end in view. 

Yours very truly, 
Josre T. CAmors, President. 
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Mr. Fasceti. I suppose we could get thousands more to show that 
the industry has not only been consulted but they are extremely con- 
cerned with the pr oposed plan and reorganization. 

Therefore, I submit, in view of all of these facts, Mr. Chairman, 
it would be a wiser course for Congress to disapprove the plan and 
allow the legislative committee with the assistance and willingness of 
the other agencies and the Congress to make a thorough study to 
determine whether or not the one single point I have heard through- 
out all of this testimony has any justific ation for making a change in 
the present situation and that is that there is somewhere out here a 
diaphanous, nebulous, inherent conflict of interest. between the re- 
sponsibilities of the Insurance Corporation and the Board to such 
an extent that we would go to the trouble of making the tremendous 
change contemplated by this reorganization plan. 

Now, from the testimony that has been presented to the committee, 
it is my considered judgment that there is no clear, compelling reason 
in line with the President’s own statement at this time to set up a new 
agency in order to do this job, and until we have stronger reasons, 
more elaborate and detailed testimony which would clearly define the 
dangers of this conflict or the fact that it has occurred or is very likely 
to occur, I think that we would be making a very tragic mistake, to 
change and therefore I hope that this subcommittee will adopt the 
disapproving resolution and report it to the full committee with all 
possible speed. 

Chairman Dawson. Any questions any of you would like to ask the 
author of the resolution ? 


I am going to ask the staff to notify the members that the subcom- 
mittee will meet tomorrow morning at 10 o’clock in executive session. 

Gentlemen, we will stand adjourned. 

(Whereupon, at 5:10 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Wednesday, June 27, 1956, in executive session. ) 
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(Telegrams addressed to Hon. William L. Dawson follow :) 


NINTH Feperat Savines & LoAN ASSOCIATION OF NEW YorK Ciry, 
New York, N. Y., Jume 20, 1956. 
Hon. Wit11AM L, DAwson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C.: 


On behalf of 42,000 members, request you disapprove separation of Insurance 
Corporation from Federal Home Loan Bank Board proposed by Reorganization 
Plan No. 2. Plan would only create an unnecessary expensive new agency 
unduly complicating day-to-day operations of thousands of savings and loan 
associations throughout country to no ultimate advantage to public. Additional 
objection is our business was not even consulted and issues never debated on 
such major change. Your help is needed to defeat plan. 


JULIAN R. FLeTSCHMANN, President. 





CENTRAL FEDERAL SAVINGS & LOAN ASSOCIATION OF NASSAU COUNTY, 
Long Beach, N. Y., June 22, 1956. 

Hon. Congressman WILLIAM L. DAwson, 
House Office Building, Washington, D. C.: 


I wish to express opposition to Reorganization Plan No. 2 of 1956 which pro- 
poses separate and independent status for the Federal Savings and Loan Insur- 
ance Corporation and the Home Loan Bank Board. This division will result in 
confusion between the two agencies when the present liaison status ends if this 
bill is passed. 

Duplication in supervision of insured savings and loan associations can only 
result in conflicting ideas, purposes, and directives. Management of insured Re 
savings and loan associations will therefore be impaired due to the lack of agree- 
ment on policies proposed by two separate supervisory agencies. 


VANCE CARNAHAN, Executive Secretary. 
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THE DALLES, OreEG., June 23, 1956. 

Hon. WILLIAM L. DAWSON, 

Chairman, Subcommittee on Reorganization, 

House of Representatives, Washington, D.C.: 
As the Oregon representative of the Savings and Loan Industry, I wish to regis- 
ter my opposition to reorganization plan No. 2, on basis no emergency exists, 
this actiton is hasty, and the problem, if any, should be carefully studied by 
constituted authorities concerned with savings and loan operation before taking 
action. 
B. M. Kerru. 


BuFFA.o, N. Y., June 28, 1956. 
WILLIAM L. DAwson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D.C.: 

Our board of directors at a meeting June 25, 1956, expressed strong objec- 
tions to the purpose and provisions reorganization plan No, 2 and respectfully 
ask your support in its defeat. 

BLACKROCK RIVERSIDE SAVINGS & LOAN ASSOCIATION. 
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(Letters addressed to Hon. John W. McCormack follow :) 


Boston Frprerat SAvinas & LOAN ASSOCIATION, 
Boston, Mass., June 20, 1956. 
Hon. JOHN W. McCorRMACK, 
House of Representatives, Washington, D. C. 


My DEAR CONGRESSMAN : Some time in the near future the Committee on Gov- 
ernment Operations will consider resolutions to disapprove Reorganization Plan 
No. 2. I wish to express our opposition to this plan, and I am urging you te 
support the action to defeat it. 

Although Reorganization Plan No. 2 was a Presidential proposal, we feel 
that it was doubtful that the President was made aware of the implications 
of this proposal. We cannot find any evidence of advice having been sought 
from the organized savings and loan business, or any of the savings and loan 
supervisory officials. 

Congress last year made the Bank Board independent. Any changes as sug- 
gested under Reorganization Plan No. 2 should have the full study of the 
supervisors of the saving and loan business, as well as the industry itself; 
and any suggested changes should be made only after the fullest study by 
Congress. 

Reorganization Plan No. 2 creates another separate agency and the wisdom 
of tampering with this present successful single agency is highly questionable 
and dangerous. Unlike most reorganization plans proposed, this would not 
result in economy of operation but rather would increase the expense of the 
Government agencies to individual savings institutions. The existence of two 
boards with overlapping responsibilities for the savings and loan operation 
would result in conflicts of policy and great confusion in the business as well 
as to the Congress and to the President. 

The Boston Federal Savings and Loan Association is interested in and will 
support any constructive improvement in the supervision of the savings and 
loan business. The United States Savings and Loan League currently is 
making a careful study of the Federal Home Loan Bank System with that 
end in view. 

Yours very truly, 
EDMOND F.. DAGNINO, President. 


First FEDERAL SAvINGsS & LOAN ASSOCIATION OF LOWELL, 
Lowell, Mass., June 19, 1956. 


Re Reorganization Plan No. 2 


Representative Joun W. McCorMack, 
House Office Building, Washington, D. C. 

DeEAR REPRESENTATIVE McCormack: This association respectfully requests 
your support in opposition to the above reorganization plan. It is natural that 
the existence of two Boards, with overlapping responsibilities for a savings and 
loan operation, will result in a conflict of policy and general misunderstanding 
within the business as well as to both supervisory authorities, Congress and the 
President. 

The creation of another agency will, of necessity, increase the cost of opera- 
tions for savings and loan associations throughout the country as well as for the 
Government itself. 

The creating of another Board with overlapping responsibilities for savings 
and loan operations will create controversies throughout all phases of the busi- 
ness to all who are involved. Many other vital points in opposition can be 
pointed out, but I am sure that in your studies of this particular reorganization 
plan, you will understand why we solicit your support in opposition to the same. 

Very truly yours, 
STANLEY A. Grrrin, President. 
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FoxsoroueH CO-OPERATIVE, 
FEDERAL Savines & LOAN ASSOCIATION, 
Foxboro, Mass., June 20, 1956. 
Hon. JOHN W. McCorMACK, 
House Committee on Government Operations, 
House Ofiice Building, Washington, D. C. 

DEAR CONGRESSMAN McCoRMACK: I am writing to register our opposition to 
Reorganization Pian No. 2, wherein it is proposed to divide the Federal Savings 
and Loan Insurance Corporation and the Federal Home Loan Bank Board into 
two separate agencies, and to ask that you support action to defeat it when it 
comes before your committee. 

Our association is ready to support any means that may be devised to improve 
the supervision of the savings and loan business, but maintain the separation 
inte two agencies is not essential to accomplish this end. 

With only a few exceptions the savings and loan institutions, like ours, are in 
a strong position and are progressive, as signified by the percentage of home 
loans they have made. This has been accomplished through a single agency. 

The creation of still another agency means extra expense of operation, conflict 
of policies, and confusion within the business. 

Yours truly, 
Harry P. Boyce, President. 


Bay Rtpce Savines & LOAN ASSOCIATION, 
Brooklyn, N. Y., June 20, 1956. 
Reference to Reorganization Plan No. 2. 


Hon. Joun W. McCorMack, 
House of Representatives, 
Washingten, D. C. 

Sir: Your cooperation is respectfully requested in the defeat of Reorganization 
Plan No. 2 for the following reasons: 

1. The probable necessity of filing separate reports to both the Federal Savings 
and Loan Insurance Corporation and the Home Loan Bank Board. 

2. Submission of matters requiring approval of both agencies, first one and then 
the other. 

3. Added examination costs. 

4. Effect of reorganization plan will result in chaos through conflicting rules 
and regulations. 

5. Expensive duplication of examinations. 

6. The present single agency system to handle savings and loan affairs has been 
developed over a period of 25 years and has produced a strong and progressive 
nationwide system of savings institutions which now finance a substantial part 
of our Nations’ homes. 

7. We question the wisdom of tampering with the present single agency system 
as being questionable. 

8. The proposed reorganization plan would not result in economy of operation 
and would increase the cost of operations to individual savings institutions. 

9. Two boards with overlapping responsibilities for savings and loan opera- 
tions might well result in conflicts of policy and added confusion. 

10. We are ready to support any constructive improvement in supervision of 
the savings and loan business. The United States Savings and Loan League is 
currently making a careful study of the Federal Home Loan Bank System with 
that end in view. 

May we count on your support in the defeat of the proposed Reorganization 
Plan No. 2 about to be submitted to you? 

Respectfully, 
Henry G. Stem, President. 


(Statements, with attachments, received by the subcommittee 
follow :) 


STATEMENT OF Hon. THOMAS J. Dopp, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CONNECTICUT 


Mr. Chairman, and gentlemen of the subcommittee, I am glad of this oppor- 
tunity to make my position on Reorganization Plan No. 2 a part of the record 
of these important hearings. 
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The basic purpose of this plan, submitted by the President on May 17, is to 
separate the Federal Savings and Loan Insurance Corporation from the juris- 
diction of the Federal Home Loan Bank Board, and to create a new board for 
the Insurance Corporation, making no provision for bipartisan representation. 

I am opposed to Reorganization Plan No. 2 because there is no need for the 
separation of the Federal Savings and Loan Insurance Corporation from the 
jurisdiction of the Federal Home Loan Bank Board. I am opposed to this reor- 
ganization plan because I think it is unnecessary and unwise. 

The savings and loan business has approximately $40 billion in assets and is 
one of the most vital instruments in maintaining a stable economy. It is nation- 
wide in scope, and its operations affect millions of Americans. I am convinced 
that any plan to make drastic changes in the administration of this important 
segment of our economy should receive the most critical scrutiny of the Congress. 
As I understand the practical effects of Reorganization Plan No. 2, it would 
divorcee the Loan Insurance Corporation from the Home Loan Bank Board, and 
create an additional supervisory agency with the corollary of needless cost to 
the Government, the Federal Home Loan Bank Board, and numerous member 
institutions. 

A number of leading members of the savings and loan business of my own 
State of Connecticut have stated that the implementation of this plan might be 
seriously detrimental to the economy of our country and could have an adverse 
effect upon the thousands of institutions insured under the Federal Savings and 
Loan Insurance Corporation. 

It has been called to my attention that Reorganization Plan No. 2 was sub- 
mitted without the prior knowledge of the leaders in the savings and home loan 
field, and that those who would be most directly concerned had no opportunity 
to register dissenting views. The Federal Savings and Loan Advisory Council, 
an organization created by Congress to meet with the Federal Home Loan Bank 
Board in an advisory capacity, has gone on record in opposition to the enactment 
of this plan. It is their view that the plan would not be beneficial to the millions 
of individuals who have savings accounts or mortgage loans with the various 
institutions. 

The separation of the Federal Savings and Loan Insurance Corporation from 
the Board merely creates another independent agency reporting to the Congress 
and to the executive branch, even though the Federal Home Loan Bank Board 
was reestablished by Congress last year as the agency responsible for matters 
relative to the country’s 4,200 thrift and home-financing institutions. 

I have been given to understand that Reorganization Plan No. 2 was sub- 
mitted without consideration by the Banking and Currency Committees of either 
body. In addition, the opinions of responsible leaders in this field were not 
solicited. 

Also, it appears doubtful that any operating economies will be realized by 
the Government through the adoption of this plan. At the present time all 
expenses of both agencies are underwritten by member institutions—not by the 
Federal Government. 


STATEMENT OF Hon. HARRISON A. WILLIAMS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW JERSEY 














Mr. Chairman, several constituents of mine who are officers of savings and 
loan associations have registered with me their opposition to Reorganization 
Plan No. 2. They point out that the plan would result in an overlapping of func- 
tions and confusion and duplication of effort in the supervision of member 
associations. 

I would like to call to the attention of the committee the attached letters 
which seem to me to summarize very well prevailing objections to adoption of 
Reorganization Plan No. 2. 

I appreciate this opportunity to make these views known to the committee. 






NEw JERSEY SAVINGS & LOAN LEAGUE, 
NEWARK, N. J., June 20, 1956. 
Re President's Reorganization Plan No. 2. 
Hon. HArRIson A. WILLIAMS, Jr. 
Member of Congress, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN WILLIAMS: The above proposed reorganization plan ma- 
terially affects a large segment of our membership, and we would like to record 
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our views with you concerning it. The plan was submitted to Congress on May 
17. Inthe meantime, we have given it careful study and believe that it should be 
disapproved by Congress. We hope that when the matter comes before you 
that the action for disapproval will have your support. 
The plan has the effect of separating the operations of the Federal Savings 
and Loan Insurance Corporation from the Federal Home Loan Bank Board. 
It is our understanding that the basic purpose of the governmental reorganiza- 
tion program is to eliminate duplication of effort with resultant efficiency and 
economy of operation. Such plans usually inyolve the consolidation of the 
present separate activities, 
The plan, however, does the reverse. It establishes two independent agencies 
in place of one. This means some overlapping of functions and confusion and 
duplication of effort in the supervision of the member associations of the Insur- 
ance Corporation. It also leads to the conclusion that the expense of supervision 
to the associations will be increased because of this duplication. 
We know of no past or present situation that would require the adoption of 
this plan nor of any advantage that would result from its adoption. In fact, its 
submission came as an utter surprise to the people in the savings and loan busi- 
ness. 
We understand that the plan may be disapproved in one of two ways: One is 
by the adoption of the housing bill of 1956 with the inclusion of an amendment 
adopted by the House Banking and Currency Committee which would have the 
effect of disapproving the plan; the other is by the adoption of a resolution of 
disapproval by either House by a constitutional majority vote of that House. 
We hope that when the matter comes before you in either or both of the above 
forms, that we shall have your support of our position. We shall be glad to 
go into further detail as to the matter and furnish additional information if you 
so desire it. 
Sincerely yours, 
Emir A. GALLMAN, President. 


PENN SAVINGS & LOAN ASSOCIATION, 
Newark, N. J., June 20, 1956. 


RESOLUTION 


Whereas under date of May 17, 1956, President Eisenhower transmitted Reor- 
ganization Plan No. 2 to the Congress; and 
Whereas the plan provides for the separation and a drastic change in the 
organization and operation of both the Federal Home Loan Bank Board; and 
Whereas such separation of the agencies would result in increased cost, need- 
less and conflicting duplication of supervision, and inject partisanship into a 
newly created independent agency: Now, therefore, be it 
Resolwed, That the officers and board of directors of the Penn Savings & Loan 
Association, of Newark, N. J., in regular meeting assembled strongly urges the Hon 
rejection of Reorganization Plan No. 2; and be it further 


Resolved, That a copy of this resolution be transmitted to the Members of He 
Congress from this State. Plan 
I hereby certify that the above is a true copy of a resolution adopted June 12, Tt 
1956. as a 


WILLIAM B. HELLER, Secretary. busi 





STATEMENT OF Hon. HENDERSON LANHAM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 
woul 


Mr. Chairman, I appreciate the opportunity of appearing before your committee aia 
S 


in opposition to Reorganization Plan No. 2. Among the most pleasant and satis- 
fying experiences of my 10 years in Congress was my association with the mem- 
bers of and my membership on this great committee. It is pleasant to renew 
the old contacts and to present very briefly the reasons for my opposition to the 
reorganization plan you are considering. 

You may recall, Mr. Chairman, that as a member of this committee, I voted to 
set up the first Hoover Commission and was quite enthusiastic about most of the 
recommendations made by that Commission and took an active part not only in 
the committee but on the floor of the House in getting adopted most of the 
reorganization plans based on the Hoover Commission recommendations. I was 
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quite hopeful that these would bring about large savings but I am afraid there 
have been no such savings as we expected. 

While we may have reaped some benefits in the form of more efficient operation 
of some of the departments, nonetheless, I think that our giving more power to 
the chairmen of the various quasi-judicial bodies and regulatory agencies was 
anerror. Because of the appointive power in the President, the Chief Executive 
has been able to dominate the Commission due to this increased power lodged 
in the chairmen. 

Moreover, I regret my activities in the committee and on the floor of the House 
in getting adopted the section of the Reorganization Act of 1949, that gives the 
President the right to send down to the Congress plans for reorganizing the 
executive boards and bureaus subject to veto by either House of the Congress. 
In my opinion, this was a colossal mistake. In the first place, it violated the 
whole theory of the separation of powers upon which our Government is based. 
It reversed the legislative process and was simply another relinquishment to the 
Chief Executive of the powers and responsibilities of the Congress. I am truly 
alarmed at how far this delegation of legislative powers and duties to the Chief 
Executive has gone. The former chairman of this committee, the gentleman 
from Michigan, warned us about what we were doing but I must say that I did 
not fully realize the fundamental principles involved and the violation of this 
principle that this reorganization plan entailed. I admit my sin against the 
Congress, I repent and ask the forgiveness of the gentleman from Michigan and 
others who warned us of the error we were about to make in this respect. It 
was an error and at the first opportunity, I will do my best to recapture for the 
Congress not only this surrendered power but others that I could name and that 
have come on to such an alarming extent. If it continues, the Congress will be 
merely a rubber stamp for the executive department and whatever powers we 
have not surrendered supinely to the Chief Executive, the United States Supreme 
Court will usurp if it follows its present trend. It is an alarming situation. 

I need not go into detail as to my reasons for opposing Reorganization Plan 
No. 2, but I will, with the consent of the committee, introduce into the record a 
letter from the Stephens Federal Savings & Loan Association of Toccoa, Ga., 
which sets out under six points their objection to this plan. I am introducing 
also a letter from Mr. J. M. Sink, Jr., president of the Federal Home Loan Bank 
of Greensboro, N. C., and a resolution adopted by that bank in opposition to the 
plan. 

It is my hope that this committee will approve the resolution disapproving 
Reorganization Plan No. 2. I will be glad to help on the floor of the House to 
get adopted the resolution you are considering. 


STEPHENS FEDERAL SAVINGS & LOAN ASSOCIATION, 
Toccoa, Ga., June 5, 1956. 
Re Reorganization Plan No. 2. 


Hon. HENDERSON LANHAM, 
House Office Building, Washington, D. C. 


HONORABLE Sir: We wish to voice herewith our opposition to Reorganization 
Plan No. 2, and to solicit your aid in defeating same. 

This plan to establish the Federal Savings and Loan Insurance Corporation 
as an independent agency was net a recommendation of the savings and loan 
business, and the business was not consulted in the draftig of it. 

We feel that the plan should be rejected for the following reasons: 

1. The operating costs of the separate agency will have to be borne by mem- 
ber associations, thereby increasing Operating cost of these mutual associations. 

2. The Insurance Corporation, being concerned only with the insurance fund, 
would have no responsibility for the general progress of the savings and loan 
business. 

3. Supervision and examination could, and probably would, be doubled. 

4. Make it necessary to deal with two governmental agencies thereby making 
for duplication, confusion, and delay in important decisions. 

5. No economy claim can be made since it would establish two agencies in 
the place of one. 

6. The congressional committees which deal with the Federal Home Loan Bank 
Board and the Insurance Corporation were not consulted on the plan and have 
never recommended a separation of the Insurance Corporation from the Board. 
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We do therefore pray that you give your earnest consideration to the plan 
as submitted to Congress, and trust that you will add your voice in an effort to 
defeat it, as we believe it detrimental to the purposes for which our business 
was founded. 

Yours very truly, 
W. T. BLASINGAME, 
Executive Vice President. 





FrepERAL HoME LOAN BANK OF GREENSBORO, 

Greensboro, N. C., June 22, 1956. 

Hon. HENDERSON LOVELACE LANHAM, el 
Member of Congress, House of Representatives, thi 
Washington, D. C. no 


My Dear Mr. LANHAM: As you know, the Federal Home Loan Bank of Greens- fol 
boro is a reserve credit institution which serves 549 member savings and loan 
associations, 76 of which are located in Georgia. The bank’s directors have 
studied Reorganization Plan No. 2 which was submitted to the Congress of the 
United States on May 17, 1956. Individually and collectively, they have ex- 
pressed their opinions that the plan is not in the best interests of the Federal 
Government, the more than 3 million savers and borrowers served by the savings 
and loan associations in the fourth Federal home loan bank district, and the 
savings and loan business. 

We are enclosing a copy of a resolution adopted by the bank’s board of direc- 
tors on June 18, 1956, which we hope you will consider in your deliberations on 
Reorganization Plan No. 2. You will notice’ that'the bank’s directors commend loa 
and approve the position in opposition to the plan which has been taken by the of 
Federal Savings and Loan Advisory Council and the national savings and loan stu 
trade organizations. 

Yours very truly, 
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J. M. Stnk, Jr., President. mis 
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RESOLUTION OF FEDERAL Home LOAN BANK OF GREENSBORO, GREENSBORO, N. C. dir 
anc 
Whereas Reorganization Plan No. 2, heretofore submitted to the Congress of Sta 


the United States, provides for a drastic change in the organization and opera- and 
tion of the Federal agencies by separating the Federal Savings and Loan In- of { 


surance Corporation from the Federal Home Loan Bank Board; and the 
Whereas the Federal Savings and Loan Advisory Council has adopted a resolu- sug 
tion urging the rejection of said Reorganization Plan No. 2; and in t 
Whereas the savings and loan national trade organizations have taken prompt wot 

) 


and vigorous action to alert the savings and loan business and the Congress to pre 


the dangers and weaknesses of Reorganization Plan No. 2, and have adopted a \ 


program of opposition to the plan: Now, therefore, be it Fed 
Resolved, That the board of directors of the Federal Home Loan Bank of disa 


Greensboro commend and approve the actions of the Federal Savings and Loan I 
Advisory Council and the savings and loan national trade organizations in op- fave 
posing Reorganization Plan No. 2 and in urging the Congress of the United States 
to reject said plan; and be it further 

Resolved, That a copy of this resolution be forwarded to the Members of 
Congress from the fourth Federal home loan bank district, to the members of 
the Federal home Loan Bank of Greensboro, to the chairman of the Federal 
Savings and Loan Advisory Council, and to the executive officers of the savings 
and loan national trade organizations. 





STATEMENT OF FRANK MULLER, JR., BALTIMORE, Mp., CHAIRMAN, FEDERAL SAVINGS 
AND LOAN ADVISORY COUNCIL AND PRESIDENT, LIBERTY FEDERAL SAVINGS & LOAN 
ASSOCIATION 
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As Chairman of the Federal Savings and Loan Advisory Council, a statutory 
body created by the Congress in 1935, I appreciate the opportunity afforded me 
by the chairman of the committee to submit a statement in support of House 
Resolution 541, introduced by Representative Fascell. The resolution would 
disapprove Reorganization Plan No. 2 of 1956. This plan proposes to remove 


the Federal Savings and Loan Insurance Corporation from the jurisdiction of 
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the Federal Home Loan Bank Board and would set up an additional agency in 
charge of the Corporation to report directly to the President. The Federal Home 
Lean Bank Board would supposedly retain the other functions now assigned to 
it by statute and would continue to report to Congress as.it is now required to do. 

Summarizing briefly, if Reorganization Plan No. 2 is not disapproved, there 
will be authorized two independent agencies to perform the same functions 
now coordinated under the jurisdiction of the Federal Home Loan Bank Board. 
One of these agencies would be responsible to the Congress, the other to the 
executive branch. 

Although the Federal Savings and Loan Advisory Council presumably was 
established for the purpose of studying and analyzing proposals such as are 
embodied in Reorganization Plan No. 2 of 1956 and making recommendations 
thereon, in this instance such a procedure was not followed. In fact, there was 
no intimation that such a drastic move was contemplated until the plan was 
formally presented to the Congress. 

The Federal Savings and Loan Advisory Council has been functioning under 
congressional authority and blessing for 21 years. It is required to and has 
met regularly twice a year or oftener. At these semiannual meetings the Council 
has considered any and all suggestions for strengthening and improving the 
Federal Home Loan Bank System in all of its operations including those of the 
Federal Savings and Loan Insurance Corporation. In its deliberations the 
Council considered suggestions originating with the savings and loan business, 
the Federal Home Loan Bank Board or its department heads, other Government 
agencies and the public. Over the years, the Council has proposed many con- 
structive ideas to the Federal Home Loan Bank Board and to the savings and 
loan business. During the time I have had the privilege of serving as a member 
of the Council, these suggestions were in every case graciously received and 
studied, and sincere efforts made to implement them. 

The last meeting of the Federal Savings and Loan Advisory Council was held 
on May 24 and 25 of this year. At that time a most careful and thorough 
study was made of the provisions of the Reorganization Plan No. 2 of 1956. 
The Council membership includes savings and loan executives, public interest 
directors of district Federal home loan banks (who represent other businesses 
and professions), the president of the national association of supervisors of 
State-chartered savings and loan associations, and executives of both national 
and State savings and loan trade associations. It was the considered judgment 
of the Council, representing all of the areas of interest enumerated above, that 
the proposed Reorganization Plan No. 2 of 1956 is an unstudied and ill-timed 
suggestion. Its adoption would bring about fundamental and undesirable changes 
in the operation and supervision of the savings and loan business. These changes 
would be disadvantageous, confusing and costly and would not result in additional 
protection or benefit to the public. 

As a result of the reasoning and conclusions which I have described, the 
Federal Savings and Loan Advisory Council voted unanimously a resolution of 
disapproval, copy of which is hereto attached. 

I strongly support House Resolution 541 and ask the committee to report it 
favorably. 

FEDERAL SAVINGS AND LOAN Apvtsory COUNCIL 


Whereas the Federal Savings and Loan Advisory Council was created by 
Congress under section 8 (a) of the Federal Home Loan Bank Act to confer with 
the Federal Home Loan Bank Board and the Board of Trustees of the Federal 
Savings and Loan Insurance Corporation on matters affecting the Federal home 
loan banks and their members; and 

Whereas the 17 members of the Council, elected and appointed from each of 
the 11 regional Federal home loan hank districts throughout the Nation, were 
given no notice of Reorganization Plan No. 2 until it was made public a few 
days before the Council’s meeting of May 24-25 and the Council had absolutely 
no opportunity to study the proposal or offer its considered advice thereon; and 

Whereas Reorganization Plan No. 2 provides for a drastie change in the organ- 
ization and operation of the Federal agencies by senarating the Federal Savings 
and Loan Insurance Corporation from the Federal Home Loan Bank Board: and 

Whereas such separation of the agencies would result in increased cost, need- 
less and conflicting duplication of supervision and inject partisanship into a 
newly created indenendent agency; and 

Whereas the Advisory Council and the national trade associations are cur- 
rently conducting intensive studies designed to seek a Federal home loan bank 
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system of maximum effectiveness to the savers and homeowners of the Nation: 
Now, therefore, be it 

Resolved, That the Federal Savings and Loan Advisory Council strongly urges 
the rejection of Reorganization Plan No. 2; and be it further 

Resolved, That a copy of this resolution be transmitted to the President of 
the United States and to Members of Congress for their consideration and action, 
and to the Nation’s 6,000 savings and loan associations whose business is so 
vitally affected by this abrupt act. 

I hereby certify that the above is a true and correct copy of a resolution 
adopted by the Federal Savings and Loan Advisory Council at Washington, D .C., 
on May 25, 1956. 

Lacy BoacEss, 
Secretary, Federal Savings and Loan Advisory Council. 


MEMBERSHIP List, FEDERAL SAVINGS AND LOAN Apvisory COUNCIL, FOR CALENDAR 


Year 1956 
Walter H. Dreier, Evansville, Ind. Harold A. Fitzgerald, Pontiac, Mich. 
Allen H. Generes, New Orleans, La. Lacy Boggess, Fort Worth, Tex. 
Forest J. Henney, Topeka, Kans. Walter Gehrke, Detroit, Mich. 
James E. Bent, Hartford, Conn. Myron H. Fox, Chicago, Il. 
Everett C. Sherbourne, Elizabeth, N. J. C. R. Mitchell, Kansas City, Mo. 
Francis E. McGill, Philadelphia, Pa. Gail Whitcomb, Houston, Tex. 
Frank Muller, Jr., Baltimore, Md. Mrs. Gladys Forsyth, Lincoln, Nebr. 
W. B. Furgerson, Louisville, Ky. Gerrit Vander Ende, Tacoma, Wash. 


Carl F. Distelhorst, Orlando, Fla. 


(Letters, resolutions, etc., received by the subcommittee follow :) 


House OF REPRESENTATIVES, 
Washington, D. C., June 13, 1956. 
Hon. WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington 25, D.C. 
DeaR Mr. CHAIRMAN: For your information and consideration, I am enclosing 
a copy of a letter I have received from the Highland Federal Savings & Loan 
Association opposing the Reorganization Plan No. 2 and giving their reasons why. 
With kindest regards, I am 


Sincerely yours, 
JAMES P. §. DEVEREUX, 


Member of Congress. 


HIGHLAND FRpERAL SAVINGS & LOAN ASSUCIATION, 
Baltimore, Md., June 11, 1956. 
Hon. JAMEs P. S. DEVEREUX, 
Member of Congress, Second Congressional District, Maryland, 
House Office Building, Washington, D. C. 

DeAR CONGRESSMAN Devereux: The board of directors of this association, by 
unanimous vote, adopted a resolution whereby the Highland Federal Savings 
& Loan Association has concurred in the resolution of the Federal Savings and 
Loan Advisory Council, previously forwarded you by said council, opposing the 
passage of Reorganization Plan No. 2. 

We feel that building associations who are members of both the Federal Home 
Loan Bank System and the Federal Savings and Loan Insurance Corporation 
should not be put to the additional expense of supporting these Corporations as 
separate entities, particularly in view of the fact that we have for so many 
years operated in a most satisfactorily and efficient manner under the old system. 
We feel that the passage of this act would result in needless increased cost of 
operation as well as conflicting duplication of supervision for the insured 
building and loan associations of this country. 

We respectfully urge you to use every facility at your command to bring 
about the defeat of this needless piece of legislation. 


Very truly yours, 
WILLIAM SINGLE, Jr., 


Executive Vice President. 
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House OF REPRESENTATIVES, 
Washington, D. C., June 13, 1956. 
Hon. WILLIAM J. DAwson, 
Chairman, Government Operations Committce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: For your information and the information of your 
committee, I am enclosing herewith self-explanatory letter I received from T. 
Russell McGrath, president of the First Federal Savings and Loan Association 
of Providence, voicing opposition to President Eisenhower's Reorganization Plan 
No. 2, of 1956. 

Your serious consideration of the points made by Mr. McGrath and your advice 
as to what might be expected of your committee on the subject will be appre- 
ciated. 

Sincerely yours, 
AIME J. FORAND, 
Member of Congress. 


First FEDERAL SAVINGS AND LOAN ASSOCIATION OF PROVIDENCE, 
Providence, R. I., June 7, 1956. 
Hon. AIME J. FORAND, 
House Office Building, Washington, D. C. 

DEAR AIME: Under date of May 17, President Eisenhower transmitted Reorgan- 
ization Plan No. 2 of 1956 to the Congress. This plan, unless vetoed by either 
House or Congress within 60 days, will establish the Federal Savings and Loan 
Insurance Corporation as an independent agency, ‘subject to the direction and 
control of the President of the United States,” its affairs to be administered by a 
three-man board of trustees, appointed by the President, one of whom shall be the 
Chairman of the Federal Home Loan Bank Board. 

I have been directed by the board of First Federal Savings and Loan Associa- 
tion of Providence to request your cooperation in defeating this plan for the 
following reasons: 

1. Associations that are members of both the Bank System and the Insurance 
Corporation and all Federal associations would have to deal with two govern- 
mental agencies, a circumstance which would result in duplication, confusion, and 
delay in decisions on important matters. 

2. The Insurance Corporation, being solely concerned with the insurance 
fund and having no responsibility for the general progress or advancement of 
the savings and loan business, would be strongly inclined to veto any freedom 
of management or liberalization or relaxation of regulations. The incentive 
to control salaries, dividends, pensions, advertising, and other management func- 
tions would be very strong. 

3. The operating costs of both the Insurance Corporation and the Board are 
borne by member associations. The plan would thus increase operating ex- 
penses to the savings and loan business. 

4. Supervision and examination could be doubled as both the Board and the 
Insurance Corporation would have their respective legal obligations to deter- 
mine the soundness of associations. 

5. In spite of the fact that member associations own the bank system and 
shortly will own all of the capital of the Insurance Corporation, they were not 
consulted in any way prior to the attempt to separate the agencies. 

I feel that the following disadvantages may be of particular interest to you: 

1. The congressional committees which deal with the Federal Home Loan 
Bank Board and the Insurance Corporation and the savings and loan business 
were not consulted on the plan and have never recommended a separation of 
the Corporation from the Board. 

2. The plan injects an unfortunate partisanship into the agency by failing to 
require bipartisanship on the board of trustees of the Corporation. Unlike the 
Bank Board and most Government boards, all 3 trustees could be from 1 political 
party. 

3. The plan fails to provide for any term of office for the trustees. 

4. The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in Government. Whatever the possible 
merits of the plan are, it is impossible for it to claim “economy,” since it would 
establish two agencies in the place of the present one. 

5. Although the letter accompanying the plan states that it follows a recom- 
mendation of the Hoover Comission, the Hoover report merely recommended that 
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no one man serve on both Boards and there was no supporting data in the Hoover 
Commission report. 

6. The Hoover Task Force on Lending Agencies which recommended inde- 
pendent status for the Bank Board last. year specifically commented on the 
advantages of the present grouping of the Board and Insurance Corporation. 

7. Just last year the administration opposed the plan. Administrator Cole’s 
official comment on the Hoover Commission recommendation said “I do not 
agree * * * that the Board and Insurance Corporation should be separate.” 

I realize the difficulty in defeating such a proposal, but I do hope that after a 
consideration of the foregoing you will do what you can should it come before 
you in committee or on the floor. ‘I believe you will find that the industry will 
be practically unanimous in opposing the proposal. 

With warm personal regards, 


Yours very truly, 
T. Russert McGratuH, President. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 13, 1956. 
Hon. WiLi1AM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C 
Dear COLLEAGUE: Mr. C. O. Tracy, president of the Tracy-Wells Co., which 
is in my congressional district, has written to me to express his interest in, and 
approval of, H. R. 9402. I am enclosing a copy of his letter herewith. You 
will note that he has requested that I express his views to the Committee on 
Government Operations. 
I will appreciate it if you will call Mr. Tracy’s letter to the attention of the 
members of the committee so that his views can be given consideration. 
Sincerely, 
JOHN M. Vorys. 


Tue TrRACY-WELLS Co., 
Columbus, Ohio, June 11, 1956. 
Representative Joun M. Vorys, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN Vorys: As one of our many millions of taxpayers, I am 
strongly opposed to all needless waste of my money in conducting the business 
of government. 

There are bills before Congress (S. 3199 and H. R. 9402) designed to improve 
governmental budgeting and accounting methods and procedures, as recom 
mended by the bipartisan Hoover Commission of experts. 

Ultimate savings from such legislation are estimated at $4 billion a year. 

I am strongly in favor of passage of these bills and urge you to support 
them. 

Please express my views to the Committee on Government Operations, and 
advise me what your personal views are in the matter. 


Respectfully, 
Cc. O. Tracy. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 14, 1956. 
Hon. WILLIAM L. DAwsoN, 
Chairman, Committee on Government Operations, 
House of Representatives, 
Washington, D. C. 

Dear Mr. CHAIRMAN: I have received a letter from my constituent, Mr. 
H. M. Watkins, president of the Calcasieu Savings & Loan Association of Lake 
Charles, La., expressing his objections to Reorganization Plan No. 2. I under- 
stand this plan is pending with your committee at this time and I would appre- 
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ciate your having Mr. Watkins’ letter brought to the attention of the members. 
Thank you very much. 
Sineerely yours, 
T,. A. THOMPSON, 
Member of Congress. 
P. S. I shall appreciate an indication from you as to the probable action on 
the plan and its status at this time. 
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CALCASIEU SAVINGS & LOAN ASSOCIATION, 
Lake Charles, La., June 11, 1956. 
Hon. T. A, THOMPSON, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN THOMPSON: At the regular meeting of the board of 
directors of the Caleasieu Savings & Loan Association held on June 8, 1956, 
after a full discussion, the board instructed me to respectifully request that 
you do everything possible to see that President Eisenhower’s Reorganization 
Plan No. 2 of 1956 is defeated. 

This plan No. 2 of 1956 was sent to Congress on May 17 without previous 
notice to the members of the savings and loan business. Neither was it referred 
to the congressional committees which deals with the Federal Home Loan Bank 
Board and the insurance corporations. 

This plan would increase operating expenses to the savings and loan business 
and would result in duplication, confusion, and delay in decisions on important 
matters. Although the letter accompanying the plan stated that it follows a 
recommendation of the Hoover Commission, the Hoover report merely recom- 
mended that no one man serve on both boards and in fact the Hoover task 
force on lending agencies which recommended independent status for the Bank 
Board stated; “Also, it supervises the Federal Savings and Loan Insurance 
Corporation. This appears to be a natural grouping of function which requires 
no change.” 

Further, the Housing and Home Financing Agency commenting on the Hoover 
Commission report in the spring of 1955 before the House Conimittee on Govern- 
ment Operation, hearing on lending agencies, report on page 393, made the 
following statement : 

“IT do not agree that the Home Loan Bank Board should be separate and dis- 
tinct from a board or other managerial body administering the affairs of the 
Federal Savings and Loan Insurance Corporation. Both the Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation are concerned 
with the operations of savings and loan associations, and the existence of two 
boards could result in conflicts of policy and confusion in the industry. Fur- 
thermore, such organization would be much less economical than the present 
one wherein the HLBB and FSLIC have common administrative services, utilize 
the services of one examining division, and accumulate jointly knowledge and 
information about the industry as a whole and about the operation of specific 
Savings and loan associations.” 

We could give you additional information but feel sure that this and other 
information that you have at hand will be sufficient for you to reach a decision 
in regard to this matter. 

Again, we respectfully request that you give this your attention and vote to 
defeat the Reorganization Plan No. 2 of 1956. 

Yours very truly, 






















Hi. M. WATKINS, President. 
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93d semiannual financial statement of the Calcasieu Savings € Loan Association,* 
Lake Charles, La. 





(Organized July 1, 1909. Located at Lake Charles, in the parish of Caleasieu, furnished 
to the State bank commissioner and supervisor of Homestead and Building and Loan 


Associations as of the close of business on Dec. 31, 1955] 


ASSETS 


First mortgage, with vendor’s lien and privilege, 





Gicect venurues lO6me... oe ocdtcme cen $13, 064, 581. 25 
Advances for taxes, insurance, etc., on first 

MiOTeRERs SORES... 2 A nak 25, 566. 19 
Loans secured by shares of this association.____________-__----- 
Stock in Federal Home Loan Bank___----~-----~ $208, 500. 00 
U. S. Government obligations..__-_-__--_----~-- 580, 750. 00 
Other investment securities.._.....__..--------- 5, 061. 99 
Cash om band and.im- banks... — esis kesh ck odieinnnten=ar 
a es i ccriencmnmianaeee $142, 175. 23 
Less allowance for depreciation___.._--------~- 42, 987. 68 
Furniture, fixtures, and equipment___...--~--- 23, 676. 62 
Less ;:llowance for depreciation__..___._-_---~---~ 8, 770. 24 
Ota? GRE. ccnsiiin sts ctisaan bie nsslat nesta 


aah: aia ire sicsctacinitelniste ict: cng ian. t-atalitatintnenmeniteabeen 


CAPITAL AND LIABILITIES 


ONTIGNG) BASTION BRRIIE . niemensmmeemnaeane $8, 817, 059. 26 
PORE Ce CNG he ccicinsiic cman ania apnea 3, 843, 600. 00 








Mortgage loan shares, monthly reduction__-.-_-------------~- 
Advances from Federal Home Loan Bank_------------------- 


FOGG tn OO oa een occ kin nwo ayaa 
Advance payments by borrowers for taxes and 


I aaa nell taal da 


Cie Se 0 tact animes amamnnaeamenaniaans 
CEI NN neem $272, 220. 45 
Federal insurance reserve_.._-...------_------- 605, 000. 00 


Ne MN acest ctuterecae taint + ston cineanteaitterdananeeerrne 


ISITE RMIT... surpasses tiniiabinidiiniepriomaanniiaeneineribbaniamianainid 14, 260, 885. 83 


1 Member of Federal Home Loan Bank, Federal Savings and Loan Insurance Corporation, 
Louisiana Homestead & Building & Loan League, United States Savings & Loan League. 






$13, 090, 147. 44 


9, 447. 39 


744, 311. 99 
301, 456. 69 


99, 187. 55 


14, 906. 38 
1, 428. 39 






14, 260, 885. 83 


12, 660, 659. 26 
2, 627. 00 

100, 000. 00 
500, 604. 98 


73, 668. 36 
353. 19 


877, 220. 45 


45, 752. 59 






First FeperAt Savines & LOAN ASSOCIATION, 
Waukegan, Ill., June 15, 1956. 


Hon. WILtiAmM L. DAWSON, 
House of Representatives, 
Washington, D. C. 


My Dear Mr. Dawson: We are opposed to the proposal of splitting up the 


Federal Home Loan Bank Board, as provided in Reorganization Plan No. 2. 


The present single agency to handle savings and loan affairs was developed 
over the past quarter of the century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings and loan 


institutions which now finance 37 percent of all home loans. 


The wisdom of tampering with this present, successful, single agency is highly 
questionable and dangerous and it would create still another separate agency. 
Unlike most reorganization plans proposed, this would not result in economy 
of operations but, rather, would increase the expense of the Government agen- 


cies to the individual savings institutions. 
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We wish to emphasize that our association is interested in and will support 
any constructive improvement in the supervision of the savings and loan busi- 
ness, and that the United States Savings and Lean League currently is making a 
careful, painstaking study of the Federal Home Loan Bank System with that end 
jin. view. 

With best wishes and soliciting your support in voting against Reorganization 
Plan No. 2, I am, 
Sineerely yours, 


ArNnotp W. J. Rostron, President. 


BANKERS FEDERAL SAVINGS & LOAN ASSOCIATION, 
. New York, N. Y., June 18, 1956. 
Re Reorganization Plan No. 2. 
Hon, Wiii1aM L. DAwWSoN, 
Chairman, House Committee on Government Operations, 
The House of Representatives, Washington, D. C. 


Deark Mr. Dawson: Our institution has always supported any constructive 
improvement in the supervision of the business in which we have been engaged 
since 1890. The propos2l to separate the Federal Savings and Loan Insurance 
Corporation from the Federal Home Loan Bank Board merely creates another 
separate agency and wiil not result in any economy of operation but, rather, 
would increase the costs to our institutions. Also we can see no constructive im- 
provement in supervision in the interest of the public by such a plan. 

For these and other substantial reasons we are opposed to Reorganization 
Plan No. 2 and sincerely hope you will support any action to defeat it. 

The present Federal Home Loan Bank Board is, as you know, an independent 
agency and we question the wisdom of tampering with it in view of its successful 
operation as a single agency. Two boards, with overlapping responsibilities 
over our operation, would result in confusion and conflict of policy. 

Thank you for your kind consideration of our views on this important matter. 

Sineerely yours, 


C. Hagry MINners, President. 


BEN FRANKLIN FEDERAL SAviINcs & LOAN ASSOCIATION, 


St. Paul, Minn., June 18, 1956. 
Hon. Witt1AM L. Dawson, 


House Office Building, 
Washington, D.C. 


DeaR Mr. Dawson: We very much hope you will oppose Reorganization Plan 
No. 2 which would divice the Federal Savings and Loan Insurance Corporation 
and the Federal Home Loan Bank Board into two separate agenicies. 

We will not burden you with the many most important reasons why the pian 
should be opposed, which reasons have been pointed out to you through other 
channels. 

We hope you will find time to give the matter study. Should the plan be per- 
mitted to become law, it will undoubtedly set a precedent for creating more 
agencies ; it would seriously disrupt operations of savings and loan associations 


and add materially to the expenses both of the associations affected and of the 
government. 


With good wishes, 
Sincerely yours, 


N. M. Coursotte, President. 


MUTUAL FEDERAL SAVINGS & LOAN ASSOCIATION OF BLOOMINGTON, 


Bloomington, Ind., June 18, 1956. 
Hon. WILLIAM L. DAWSON, 


The House of Representatives, 
Washington, D. C. 

DEAR Mr. DAWSON: I should like to register the opposition of the officers and 
members of the board of directors of Mutual Federal Savings & Loan Association 
of Bloomington, Ind., to the Reorganization Plan No. 2, which proposes the 
division of the Federal Home Loan Bank Board into two separate groups. 
79534— 56 9 
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Our opposition to the plan is based on several points. 

First, at the present time, approximately 57 percent of America’s families 
own their own homes and almost 40 percent of all the homes purchased are 
financed by savings and loan associations. The progress of these institutions 
has been due, in a large part, to the efficient handling of affairs by the present, 
single agency, which was developed over the period of the past 25 years. We 
believe it unwise to divide an agency which has served so successfully in the 
development of this strong, nationwide system of savings and loan institutions. 

Secondly, we feel the division of the agency into two boards would create a 
situation whereby the overlapping of responsibilities could result in conflicts of 
policy and in much confusion in the business. We do not believe that such super- 
vision would better serve in the public interest. 

Thirdly, we believe the creation of a separate agency would greatly increase 
the expense of operation to the individual institutions. Most of the costs of 
the Board and the Insurance Corporations are paid for by the savings and loan 


institutions. 
In view of the above, we urge you to support action to defeat the Reorganiza- 


tion Plan No. 2. 

Please be assured that we are vitally interested in strict supervision of the 
savings and loan business. We will actively support any plan which will afford 
constructive improvement in the supervision of the associations. 


Very truly yours, 
‘ Rosert W. Fer, Secretary. 


ae 


Oak C.iirFF SAvinGs & LOANS, 
Dallas, Tex., June 18, 1956. 
Hon. WILLIAM L, DAWSON, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. Dawson: We urge you to support the action to defeat the Reor- 
ganization Plan No. 2 which is a proposal that would divide the Federal Savings 
and Loan Insurance Corporation and the Federal Home Loan Bank Board into 
two separate agencies. 

The present, single agency to handle savings and loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institu- 
tions which now finance 37 percent of all home loans. The wisdom of tamper- 
ing with this present, successful, single agency is highly questionable and dan- 
gerous. It would create still another separate agency. Unlike most reorganiza- 
tion plans proposed, this would not result in economy of operation but, rather, 
would increase the expenses of the Government agencies to individual savings 
institutions (which pay most of the costs of the Board and the Insurance Cor- 
poration). The existence of two boards, with overlapping responsibilities for 
the savings and loan operation, would result in conflicts of policy and great con- 
fusion in the business as well as to Congress and the President. 

Our institution is interested in and will support any constructive improvement 
in the supervision of the savings and loan business, and we understand that 
the United States League currently is making a careful and painstaking study 
of the Federal Home Loan Bank System with that end in view. 


Sincerely yours, 
FRANK A. HOKE. 


UNITED FEDERAL SAVINGS & LOAN ASSOCIATION, 
Des Moines 9, Iowa, June 18, 1956. 
Hon. WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House of Representatives, 
House Office Building, Washington 25, D. CO. 

Dear CONGRESSMAN DAWSON: May we remind you that we are strenouously 
opposed to Reorganization Plan No. 2 recently presented to you by the executive 
department for the following reasons: 

1, The congressional committees which deal with the Federal Home Loan 
Bank Board and the Insurance Corporation and the savings and loan business 
were not consulted on the plan and have never recommended a separation of the 
Corporation from the Board. 
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2. The plan injects an unfortunate partisanship into the agency by failing to 
require bipartisanship on the board of trustees of the Corporation. Unlike the 
bank Board and most Government boards, all three trustees could be from one 
political party. 

3. The plan fails to provide for any term of office for the trustees. 

4. The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in government. Whatever the possible 
merits of the plan are, it is impossible for it to claim “economy,” since it would 
establish 2 agencies in the place of the present 1. 

5. Although the letter accompanying the plan states that it follows a recom- 
mendation of the Hoover Commission, the Hoover report merely recommended 
that no one man serve on both boards and there was no supporting data in the 
Hoover Commission report. 

We do not believe that the President of the United States has been correctly 
informed of all the facets of this reorganization plan. We know that the mem- 
bers of the Home Loan Bank Board were not consulted as to this plan. No hear- 
ings have been held on it at which the people affected could have voiced their 
views. 

The present single agency to handle savings and loan affairs was developed 
over the past quarter of a century and has resulted in a strong and progressive 
nationwide system of savings institutions. The existence of two boards with 
overlapping responsibilities would result in conflicts of policy and would provoke 
great confusion in the business as well as to the President and Congress of the 
United States. 

We sincerely hope that you will investigate this situation very thoroughly for 
we are fully convinced that if you do so you will reach the same conclusion as 
we have, namely that it is not a satisfactory development to anyone. 

Sincerely yours, 
JAMES M. Camp, President. 


Costa Mesa SAvinGs & LOAN ASSOCIATION, 
Costa Mesa, Calif., June 18, 1956. 
WILLIAM L. Dawson, III, 
Chairman, House Committee on Government Operations, 
Washington, D. C. 


My Dear Mr. Dawson: Being opposed to dividing the Federal Savings and 
Loan Insurance Corporation and the Federal Home Loan Bank Board into 
2 separate agencies as proposed in Reorganization Plan No. 2, I urge you actively 
oppose this measure. 

The present setup has been a model of Government efficiency. Why change it 
for a system which would simply create another agency at increased cost to do 
the same thing now being done most satisfactorily ? 

This institution, through its United States Savings and Loan League, supports 
constructive supervision of the savings and loan business and the league is cur- 
rently engaged in a very thorough study of this matter. Your cooperation with 
the United States League in this matter will be greatly appreciated. 

Respectfully, 
Ernest L. Mock, 
Executive Vice President. 


ParK RipGe Savines & LOAN ASSOCIATION, 
Park Ridge, N. J., June 18, 1956. 
Hon. WILLtAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 


Sm: We are much. concerned with the proposal to reorganize the Federal 
supervision and control of savings and loan associations by separating the FHLB 
and FS&LIC. 

In the main, we dislike making reports and consulting some agency before 
we make a move. The less, the better, but, of course, we abide by the law. The 
issue now is whether the proposed legislation will reduce overlapping efforts, 
make it easier or cheaper for associations to operate, will increase savers’ 
security and help us to render quicker, better service. We do not think so. 

We believe the matter should be dropped. 

Respectfully yours, 
Frep. C. Dick, Secretary-Manager. 
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FERNANDINA FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Fernandina Beach, Fla., June 18, 1956. 


Congressman WitirAm L. Dawson III, 
House of Representatives, Washington, D. C. 

My DEAR ConGRESSMAN Dawson: It is my understanding that the United 
States Congress is considering Reorganization Plan No. 2 which deals with Fed- 
eral savings and loan associations. Basically if this plan was carried into 
effect, it would divide the Federal Savings and Loan Insurance Corporation 
and the Federal Home Loan Bank Board into two separate agencies, 

Although our association is a small one, we feel that we would be unduly 
handicapped if this plan is enacted into law and we wish to go on record as 
opposing Reorganization Plan No. 2. 

This plan, if enacted, could set up two agencies which conceivably would be 
controversial in many respects, and in addition thereto, would entail twice the 
amount of work that our organization now requires; we probably would have 
to file separate reports and perhaps in certain instances, require approval of 
the two separate agencies which may not at all times concur in their respective 
thinking. In our judgment, this pian is not feasible and certainly would not re- 
sult in economy of operation. 

This association sincerely trusts that you will use your every efforts to op- 
pose this enactment into law of Reorganization Plan No. 2. 


Respectfully yours, 
W. S. WHITNEY. 





Tre MutTuAL SAVINGS AND LOAN ASSOCIATION, 
Grand Junction, Colo., June 18, 1956. 
Congressman WILLIAM L. DAWSON, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Dawson: You will find enclosed a copy of a letter I have 
written Congressman Wayne Aspinall of Colorado regarding our objections to 
Reorganization Plan No. 2 submitted by the President to Congress. 

We are sending you a copy as chairman of the Committee on Government 
Operations to which the reorganization plan has been referred. 

We thank you very much for your consideration of these objections. 


Very truly yours, 
H. H. McMvtiin, Secretary-Treasurer. 


JUNE 18, 1956. 


Congressman WAYNE ASPINALL, 
House of Representatives, Washington, D. C. 

DEAR WAYNE: I am writing this letter to urge that you vote against the Re- 
organization Plan No. 2 submitted by President Eisenhower to separate the 
Federal Savings and Loan Insurance Corporation from the Federal Home Loan 
Bank Board. 

Our objections are as follows: 

1. The necessity of filing separate reports to each Government organization. 

2. Possible added examination costs. 

3. Matters requiring approval might require submission to both the Board and 
the Corporation where one approval now suffices. 

We doubt the wisdom of tampering with this present successful, single agency 
now handling savings and loan affairs. This agency has been developing over 
the past 25 years under Federal legislation and has resulted in a strong progres- 
sive system of savings and loan associations which now transact over 37 percent 
of the home-mortgage business. 

We are naturally interested in, and will support, any constructive movement 
in the supervision of the savings and loan business. 

The United States Savings and Loan League is making a careful study of 
the Federal Home Loan Bank System with the idea of recommending to Congress 
any change that may result in more effective supervision. 

We don’t think that any reorganization should be considered until this survey, 
now underway and financed by the United States Savings and Loan League is 


completed and its conclusions are available. 
Very truly yours, 
H. H. MoMuttin, Secretary-Treasurer. 
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PAto ALTO MUTUAL SAVINGS AND LOAN ASSOCIATION, 
Palo Alto, Calif., June 18, 1956. 
Re Reorganization Plan No. 2. 
Hon. WILL1AM L. Dawson, 
House of Representatives, 
Washington, D. C. 


My Dear CoNGRESSMAN: We urge you to oppose Reorganization Plan No. 2 
which would split off the Federal Savings and Loan Insurance Corporation from 
the Federal Home Loan Bank Board and make a separate agency of the Federal 
Savings and Loan Insurance Corporation. 

We are opposed to this plan for the following reasons: 

1. The present single agency in over 25 years of operation has been proven 
sound and has developed a strong progressive savings and loan industry. 

2. Creating another separate agency would increase cost of operation and 
woul not promote economy. 

. Creating a separate agency would create the danger of overlapping re- 
sponsibilities and conflicts of policy, causing great confusion in the opera- 
tion of savings and loan business. 

4. It is unwise to tamper with a successful agency and establish two agencies 
with conflicting responsibilities. 

We realize that one of the arguments advanced by the proponents of the plan 
is that it would make the Savings and Loan Agency setup similar to the banks’ 
FDIC and the Federal Reserve. 

The banks’ situation is different as there are over 15,000 banks insured by 
FDIC and only 7,000 belong to the Federal Reserve. One important reason that 
the agencies dealing with the banking industry have not been consolidated is 
the opposition of State-chartered banks to being forced into the Federal Reserve 
System. 

While we strongly urge you to oppose this reorganization plan, we want you 
to know that we would be glad to support any constructive improvement in 
the supervision of the savings and loan business. We want you to know that 
the United States Savings and Loan League is currently studying the Federal 
Home Loan Bank System with this end in mind. 

Respectfully yours, 
H. P. STEVENS, 
Vice President and Manager. 





CHARLOTTE FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Charlotte, Mich., June 18, 1956. 
Hon. WILLIAM L. DAWSON, 
House of Representatives, 
Washington, D. C. 


DEAR REPRESENTATIVE: We have been watching with apprehension the proposal 
of splitting up the Federal Home Loan Bank Board as provided in Reorganiza- 
tion Plan No. 2. Our institution, like most of the savings and loan industry, is 
opposed to Reorganization Plan No. 2 and urge your opposition to it. In our 
opinion there are several good reasons for our position. 

1. The present single agency supervising the savings and loan industry has 
been developed over the last 25 to 30 years and has helped produce a strong and 
growing system of savings institutions which now finance 37 percent of all 
home loans. The present efficient agency is a credit to Congress and all who 
have had a part in developing it. 

2. The creation of a second agency certainly would not result in economy but 
would increase the expense of the Government agencies to our institution. We 
now pay most of the costs of the Home Loan Bank and the Federal Savings 
and Loan Insurance Corporation. 

3. Perhaps the most dangerous thing in the reorganization plan is that with 
two boards, with overlapping responsibilities in regulating the savings and loan 
industry, there would certainly be conflicts in policies and regulations which 
would result in much confusion in the industry as well as to Congress and the 
administration. 

Therefore we hope you will see fit to oppose Reorganization Plan No, 2. 

Yours very truly, 
Harry M. Sraxrx, Secretary. 
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First FepERAL SAVINGS AND LOAN ASSOCIATION OF KALAMAZOO, 
Kalamazoo, Mich., June 18, 1956. 


Hon. WiLt1AM L. Dawson, 
House of Representatives, Washington, D. C. 

Dear Sir: I am writing to you regarding Reorganization Plan No, 2, which as 
you know, proposes to divide the Federal Savings and Loan Insurance Corpora- 
tion and the Federal Home Loan Bank Board into two separate agencies. We 
express our opposition to this plan. It seems to us that the effect of any re- 
organization should be that of simplification ; on the other hand, Reorganization 
Plan No. 2 does exactly the opposite by creating one more agency with an addi- 
tional set of rules and regulations. Unlike most reorganization plans proposed 
this plan would not result in any economy of operation, but rather, would increase 
the expense of the Government agencies to the individual savings institutions 
(which pay most of the costs of the Board and the Insurance Corporation). 

We ask your recognition of these factors in your consideration of the proposal, 

Yours very truly, 


WILLIAM M., Pontz, President. 





First FEDERAL SAVINGS AND LOAN ASSOCIATION OF LOWELL, 
Lowell, Mass., June 19, 1956. 


Re Reorganization Plan No. 2. 


Representative WILLIAM L. DAwson, 
House Office Building, 
Washington, D. C. 

DEAR REPRESENTATIVE DAwson: This association respectfully requests your 
support in opposition to the above reorganization plan. It is natural that the 
existence of two boards, with overlapping responsibilities for a savings and loan 
operation, will result in a conflict of policy and general misunderstanding within 
the business as well as to both supervisory authorities, Congress and the 
President. 

The creation of another agency will, of necessity, increase the cost of opera- 
tions for savings and loan associations throughout the country as well as for the 
Government itself. 

The creating of another board with overlapping responsibilities for savings and 
loan operations will create controversies throughout all phases of the business to 
all who are involved. Many other vital points in opposition can be pointed out, 
but I am sure that in your studies of this particular reorganization plan, you will 
understand why we solicit your support in opposition to the same. 


Very truly yours, 
STan.Ley A. Grrrin, President. 





BROWNSVILLE SAVINGS AND LOAN ASSOCIATION, 
Brownsville, Tex., June 19, 1956. 


Hon, Wrrt1AM L. Dawson, 
Washington, D. C. 

Dear CONGRESSMAN Dawson: I wish to express my opposition to the proposal 
of splitting up the Federal Home Loan Bank Board and the Federal Savings and 
Loan Insurance Corporation, as provided in Reorganization Plan No. 2. 

The present single agency has been handling the affairs of the savings and 
loan business for the past 25 years. Through numerous congressional enact- 
ments there has been built up a strong and progressive savings and loan system 
throughout the Nation, which do nearly 40 percent of all the home financing in 
the United States. 

I question the wisdom of changing the present successful single agency. The 
creation of another separate agency would not result in economy, rather it 
would increase the expense of both Government and individual savings institu- 
tions. Also, the creation of two separate agencies no doubt would result in 
overlapping responsibilities, whick would create conflicts of policy and confusion 
in our business, as well as to Congress and the administration. 

We in the savings and loan business are always interested in, and will give 
our support to any constructive improvement in the supervision of our business. 
The United States League is currently making a careful survey of the Federal 
Hoine Loan Bank System, seeking ways of improvement. 
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I hope that when you have obtained all the facts about the above you will be 
opposed to Reorganization Plan No. 2, and that you will support action to 
defeat it. 


Sincerely, 


HERSCHEL J. RoGers, 
Executive Vice President. 


Fatts Savines & Loan ASSOCIATION, 
Sheboygan Falls, Wis., June 19, 1956. 
Re Reorganization Plan No. 2. 
Congressman WiLtIAM L. Dawson 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Dawson: This plan, as you know, would divide the Federal 
Savings and Loan Insurance Corporation and the Federal Home Loan Bank 
Board into two separate agencies. We want to register our opposition to this 
plan for the following reasons: 

1. The present, single agency to handle savings and loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institu- 
tions which now finance 37 percent of all home loans. 

2. The wisdom of tampering with this present, successful, single agency is 
highly questionable and dangerous. 

3. It would create still another separate agency. 

4. Unlike most reorganization plans proposed, this would not result in economy 
of operation but, rather, would increase the expense of the Government agencies 
to individual savings institution (which pay most of the costs of the Board and 
the Insurance Corporation). 

5. The existence of two boards, with overlapping responsibilities for the sav- 
ings and loan operation, would result in conflicts of policy and great confusion in 
the business as well as to Congress and the President. 

Our association is interested in and will support any constructive improvement 
in the supervision of the savings and loan business, but we feel that Reorgani- 
zation Plan No. 2 is definitely harmful in comparison to our present arrangement. 

Respectfully yours, 
L. W. ScH.Lieper, Secretary. 


HoME BuitpiIne & LOAN ASSOCIATION, 
‘ Kings Mountain, N.C. June 19, 1956. 
Re Reorganization Plan No. 2. 
Hon. WirLtLtr1AM L. DAwson, 
Chairman, House Committee on Government Operations, 
United States House of Representatives, Washington, D. C. 


Dear Str: We are in full sympathy with the statements concerning this plan as 
made by the United States Savings and Loan League, the North Carolina Sav- 
ings and Loan League, and the resolutions as made by the Federal Home Loan 
Bank Board. 

We strongly urge you to consider the comments of the above-mentioned, and 
further urge you to wholeheartedly endorse the defeat of said plan. 

Very truly yours, 
A. H. Parrerson, Secretary-Treasurer. 


JAYHAWK SAvines ASSOCIATION, 
Overland Park, Kans., June 19, 1956. 
Re Reorganization Plan No. 2. 
Hon. WILL1aM L. DAwson, 
Chairman, House Committee on Government Operations, 
United States Senate, Washington, D.C. 


HONORABLE Sir: We respectfully request your assistance in the rejection of 
this plan, which proposes to separate the Federal Savings and Loan Insurance 
Corporation from the Federal Home Loan Bank Board. 

Reorganization Plan No. 2 provides for a drastic change in the organization 
and operation of the Federal Savings and Loan Insurance Corporation. In more 
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than 20 years of operation, there has been no evidence of any need to separate the 
2 agencies. 

Congressional committees which deal with the Federal Home Loan Bank 
Board and the Insurance Corporation and the savings and loan business were 
not consulted on the plan and have never recommended a separation of the 
Corporation from the Board. 

The plan does not require bipartisanship on the board of trustees. 

Although stated that it followed a recommendation of the Hoover Commission, 
the Hoover report merely recommended that no one man serve on both boards, 
with no supporting data in the report. The Hoover Task Force on Lending 
Agencies commented on the advantages of the present grouping of the Board 
and Insurance Corporation. 

Just last year the administration opposed the plan. Administrator Cole’s 
official comment was that he did not agree that the Board and Insurance Corpora- 
tion should be separated. 

Such separation of the agencies would result in increased cost and conflicting 
duplication of supervision. Since operating costs of both the Insurance Cor- 
poration and the Board are borne by member associations, such a reorganization 
would not provide maximum effectiveness to the savers and homeowners of the 
Nation. 

Yours very truly, 
J. L. CaRNeEaIE, President. 


First FepERAL SAvines & LOAN ASSOCIATION OF Bucyrts, 
Bucyrus, Ohio, June 19, 1956. 
Hon. Wrii1AM L. DAwson, 
House of Representatives, Washington, D. C. 

Dear Str: As an average, small but active, Federal savings and loan association 
we wish to register with you our disapproval of Reorganization Plan No, 2 with 
which you are particularly familiar. 

Whiile we have the greatest respect for the Hoover Commission recommenda- 
tions and the capabilities of our President we firmly believe that in this case his 
advisers have made an untimely and ill-advised recommendation. 

As a State savings and loan association we dragged through the mire of 4 years 
of depression and never saw light until the Federal Home Loan Act made it 
possible for us to come under the benefits of the Federal Savings and Loan Insur- 
ance Corporation and the Federal Home Loan Bank Board. Their assistance and 
cooperation with us have left nothing to be desired. The confidence of the public 
in our associations is at an alltime high. To tamper with this successful agency 
at this time would instill a doubt that could be dangerous, costly, and ques- 
tionable. 

The Federal Home Loan Bank has never been a static organization but has 
improved steadily, kept abreast with the times, and we have confidence that it 
could continue to do so for the benefit of all without interference of Reorganiza- 
tion Plan No. 2. 


Very truly yours, 
D. K. Avok, Secretary. 


WoOopDsIDE SAVINGS AND LOAN ASSOCIATION, 
Woodside, N. Y., June 19, 1956. 
Congressman WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
Senate Chambers, Washington, D. C. 


DEAR CONGRESSMAN: The board of directors of this institution, which serves 
some 13,000 people in Queens County, is very much concerned about the Presi- 
dent’s Reorganization Plan No. 2 which will divide the Federal Savings and 
Loan Insurance Corporation and the Federal Home Loan Bank Board into two 
separate agencies. 

Our objections are based on the following reasons : 

1. Representatives of the savings and loan business of this country, under the 
leadership of the United States Savings and Loan League, were not consulted 
about this proposal. 

2. Inasmuch as we are paying the operating expenses of the Federal Savings 
and Loan Insurance Corporation and the Federal Home Loan Bank Board, sep- 
arating these agencies will only result in additional expense to this institution 
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and will hamper the thrift efforts of our savers. Dividing these two organiza- 
tions will only result in overlapping responsibilities and conflicting administra- 
tive orders and policies to the detriment of all concerned. 

We wish to call to your attention that all insured associations must be and 
are members of the Federal Home Loan Bank System. As distinguished from 
the commercial banks which are insured by the Federal Deposit Insurance Cor- 
poration but are not all members of the Federal Reserve System. 

We are only interested in supporting any constructive improvement in the 
supervision of this business. The United States Savings and Loan League is 
making a careful study of the Federal Home Loan Bank System, and we urge 
that you halt action on this reorganization plan No. 2 until that study is com- 
pleted. 

Sincerely, 
JEROME Z. LORBER, President. 


First FEDERAL SAVINGS & LOAN ASSOCIATION OF AKRON, 
Akron, Ohio, June 19, 1956. 
In re Reorganization Plan No. 2 of 1956—to establish Federal Savings and Loan 
Insurance Corporation as an independent agency 
Hon. WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR SiR: I vigorously oppose the reorganization plan to separate the Federal 
Savings and Loan Insurance Corporation from the Federal Home Loan Bank 
Board. 

The wisdom of tampering with the present successful single agency is highly 
questionable. It would result in increased expense to the Government and the 
savings institutions, overlapping of responsibilities, conflict of policy, and great 
confusion in the business and in Congress. 

While this is a Presidential proposal I feel doubtful that the President's staff 
was adequately aware of the implications of this proposal or its effect on our 
business. 

This plan was formulated without consulting or even informing the loan com- 
panies affected or the congressional committee which deals with the Federal 
Home Loan Bank Board. 

I urge you to reject this plan and use all your influence to defeat it. 

Very truly yours, 
G. V. Bratey, President. 


METROPOLITAN SAVINGS & LOAN ASSOCIATION, 


Los Angeles, Calif., June 19, 1956. 
Hon. Writram L. DAwson, 


Chairman, House Committee on Government Operations, 
House Office Building, Washington 25, D. C. 

Dear Mr. Dawson: Under date of May 17, the President transmitted Re- 
organization Plan No. 2 of 1956 to Congress. The plan would separate the Fed- 
eral Savings and Loan Insurance Corporation from the jurisdiction of the Fed- 
eral Home Loan Bank Board and establish it as an independent agency. 

We wish you to know that we join with the United States Savings and Loan 
League and the Federal Savings and Loan Advisory Council in opposing the plan. 

There are many disadvantages to the plan among which the following will be 
of particular interest to you as a Member of Congress: 

1. The congressional committees which deal with the Federal Home Loan 
Bank Board and the Insurance Corporation and the savings and loan business 
were not consulted on the plan and have never recommended a separation of the 
Corporation from the Board. 

2. The plan injects an unfortunate partisanship into the agency by failing to 
require bipartisanship on the board of trustees of the Corporation. Unlike the 
Bank Board and most Government boards, all 3 trustees could be from 1 po- 
litical party. 

3. The plan fails to provide for any term of office for the trustees. 

4, The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in Government. Whatever the possible 
merits of the plan are, it is impossible for it to claim economy, since it would 
establish 2 agencies in the place of the present 1. 
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5. Although the letter accompanying the plan states that it follows a recom- 
mendation of the Hoover Commission, the Hoover report merely recommended 
that no one man serve on both boards and there was no supporting data in the 
Hoover Commission report. 

6. The Hoover Task Force on Lending Agencies which recommended inde- 
pendent status for the Bank Board last year specifically commented on the ad- 
vantages of the present grouping of the Board and Insurance Corporation. 

7. Just last year the administration opposed the plan. Administrator Cole’s 
official comment on the Hoover Commission recommendation said “I do not 
agree * * * that the Board and Insurance Corporation should be separate.” 

Our opposition to Reorganization Plan No. 2 is based merely on its defects. 
The savings and loan industry has always been willing to work with and support 
the administration in bringing about needed improvements in our Government 
agency, and, indeed; the industry’s record is one of support for the President’s 
program of stabilizing the dollar and restraining the housing boom. However, 
neither the congressionally created Federal Savings and Loan Advisory Council 
nor the United States Saving and Loan League were given notice of the plan 
until it was made public. 

We would appreciate hearing from you if there is some phase of this that we 
have overlooked. 


Very truly yours, 
GunTHER J. SHIRLEY, President. 





UNION FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Baton Rouge, La., June 19, 1956. 


Hon. Wriit1aAM L. DAWSON, 
House of Representatives, Washington, D. C. 

Dear Str: Your all-out opposition is requested to the proposed splitting up of 
the Federal Home Loan Bank Board as provided in Reorganization Plan No. 2. 
This plan, as you know, would divide the Federal Savings and Loan Insurance 
Corporation and the Federal Home Loan Bank Board into two separate agencies. 

The present, single agency to handle savings and loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institu- 
tions which now finance 37 percent of all home loans. The wisdom of tampering 
with this present, successful, single agency is highly questionable and dangerous. 
It would create still another agency, which, unlike most reorganization plans 
proposed, would not result in economy of operation but, rather, would increase 
the expense of the Government agencies to individual savings institutions (which 
pay most of the costs of the Board and the Insurance Corporation). The exist- 
ence of two boards, with overlapping responsibilities for the savings and loan 
operation, would result in conflicts of policy and great confusion in the business 
as well as to Congress and the President. 

In addition, there are the following disadvantages to the plan: 

1. The congressional committees which deal with the Federal Home Loan 
Bank Board and the Insurance Corporation and the savings and loan business 
were not consulted on the plan and have never recommended a separation of the 
Corporation from the Board. 

2. The plan injects an unfortunate partisanship into the agency by failing to 
require bipartisanship on the board of trustees of the Corporation. Unlike 
the Bank Board and most Government boards, all 3 trustees could be from 1 
political party. 

3. The plan fails to provide for any term of office for the trustees. 

4. The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in government. Whatever the possible 
merits of the plan are, it is impossible for it to claim economy, since it would 
establish 2 agencies in the place of the present 1. 

5. Although the letter accompanying the plan states that it follows a recom- 
mendation of the Hoover Commission, the Hoover report merely recommended 
that no one man serve on both boards and there was no supporting data in the 
Hoover Commission report. 

6. The Hoover Task Force on Lending Agencies which recommended independ- 
ent status for the Bank Board last year specifically commented on the advantages 
of the present grouping of the Board and Insurance Corporation. 

7. Just last year the administration opposed the plan. Administrator Cole’s 
official comment on the Hoover Commission recommendation said “I do not 
agree * * * that the Board and Insurance Corporation should be separate.” 
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Our association is interested in and will support any constructive improvement 
in the supervision of the savings and loan business. The United States League 
currently is making a careful, painstaking study of the Federal Home Loan 
Bank System with that end in view. 

Yours very truly, 


Jostx T, Camors, President. 


FAarMErs’ Butitpine & LOAN ASSOCIATION, 
Ravenswood, W. Va., June 19, 1956. 
Hon. Wiriu1AM L. DAwson, 
House Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DeaRg Mr. Dawson: Our attention has been called to Reorganization Plan 
No. 2 which proposes splitting up of the Federal Home Loan Bank Board, the 
result of which would be to divide the Federal Savings and Loan Insurance 
Corporation and the Federal Home Loan Bank Board into two separate agencies. 

I am writing this letter to express our opposition to this plan. The savings 
and loan industry feels it would be to their best interest, and to the public 
interest which it serves, that the Federal Savings and Loan Insurance Corpora- 
tion and the Federal Home Loan Bank Board remain under the control of the 
Federal Home Loan Bank Board. There are many reasons for this, but I will 
not take time to enumerate them here, because you will be advised at a later 
date by our trade organization, the United States Savings and Loan League. 

Hoping that you will give mature consideration to our opposition to Reorgani- 
zation Plan No, 2, I am, 

Sincerely, 
Rosert K. Park, President-Manager. 


Tur OAKLEY ButLpiIne & LOAN Co., 
Cincinnati, Ohio, June 19, 1956. 
Hon. Witi1Am L. Dawson, 
Chairman, House Committee on Government Operations, 
Senate Office Building, Washington, D. C. 


Dear CHAIRMAN Dawson: We wish to submit our protest against Reorgani- 
zation Plan No. 2 of 1956 separating the Federal Savings and Loan Insurance 
Corporation from the Federal Home Loan Bank. This protest is motivated 
by the following considerations: 

1. The building and loan associations, under this plan, would be reporting to 
and receiving directives from two independent sources with consequent conflicts 
of interpretations, confusion, uncertainty and delays in meeting business crises 
as they arise. 

2. This would put the expense of maintaining two sources of Government con- 
trols, supervision and examination instead of one. 

8. Divorced from the bank, the insurance corporation would be rendered more 
remote from the needs, problems and views of the building and loan associa- 
tions and less informed to carry out its work effectively. 

4. Measure shows evidence of haste and inconsidered action: (a@) the member 
associations were not consulted, although they run the bank and will shortly 
own the capital of the insurance corporation; (b) the congressional committees 
dealing with these two institutions were not consulted; (c) the plan does not 
require a bipartisan board for the insurance corporation; (d@) the plan does not 
contribute to governmental economy. 

Very truly yours, 


JAMES W. Farrer, President. 


FARGO First FEDERAL SAvines & LOAN ASSOCIATION, 


Fargo, N. Dak., June 19, 1956. 
Hon, WriiuiAm L. Dawson, 


Chairman, House Committee on Goverment Operations, 
House Office Building, Washington, D.C, 
DEAR REPRESENTATIVE Dawson: Attached letter copy to the President is self- 
explanatory. I earnestly urge your consideration of same. 
Very truly yours, 
C. A. WILLIAMs, 
Berecutive Vice President. 
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JUNE 19, 1956. 
Re Expressing opposition to Reorganization Plan No. 2. 


Hon. Dwieut D. EISENHOWER, 
President of the United States of America, 
White House, Washington, D. C. 

Dear Mr. Prestpent: There is always room for improvement in the grouping 
and management of government agencies as in all human affairs. I would 
be the first to contend that improvements and perhaps imperative safeguards 
should be made as to the Federal Home Loan Bank System and the Federal 
Savings and Loan Insurance Corporation. I am certain however, that Reorgani- 
zation Plan No. 2 is not the right approach to the problem. 

The Hoover Commission reports are very conflicting. Referring to the Federal 
Savings and Loan Insurance Corporation (the Hoover task force on lending 
agencies)—page 40 says this, “* * * the task force has no recommendation to 
offer with respect to the organization and operation of this mutual insurance 
trust,” * * * and again, page 38 referring to the present grouping, “* * * this 
appears to be a natural grouping of the functions which require no change” * * * 
then Hoover Recommendation No. 4 reverses the task force findings and recom- 
mends (without proper supporting data) the formation of a new board with 
all its attendant expense and complications. 

I am unable to learn just why this confliction but I surmise that it may 
spring from a comparison with the separation in the commercial banking 
industry wherein Federal Reserve and FDIC are separate entities. There is a 
controlling difference in the two situations however, to wit: there is a large 
portion of FDIC insured commercial banks which are not members of the 
Federal Reserve System and apparently are militant in their stand that FDIC 
shall be kept as a Separate agency. In our industry membership in the Federal 
Home Loan Bank System is required by the FSLIC. With us the bank system 
and FSLIC go together. 

In over 20 years of operation there is no evidence of mismanagement of 
FSLIC by the Federal Home Loan Bank Board. There is another fact of which 
the savings and loan industry is very proud and—sensitive if this fact is appar- 
ently overlooked, i. e. that we have paid the United States Treasury “lock, 
stock, and barrel” principal and interest in full for the Federal Home Loan Bank 
System and are fast on the way of paying interest as well as principal for all 
Treasury aid in the Federal Savings and Loan Insurance Corporation. Am I 
presuming, to say, if all Treasury advances were repaid like that your worries 
would be a whole lot less? Furthermore with a record like this, is it expecting 
too much to be taken into confidence before such important changes are made? 
No responsible savings and loan man or group has had a chance to debate the 
pros and cons of this plan No. 2. If certain objectives are imperative give 
us the chance to debate out the best solution. 

In the meantime I strongly urge that Reorganization Plan No. 2 be recalled 
or rejected. 


Respectfully yours, 
C. A, WILLIAMS, 


Executive Vice President. 





Savines ASSOCIATION LEAGUE OF NEW YorK STATE, 
New York, N. Y., June 19, 1956. 
Hon. Wirt1am L, Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Dawson : The members of the board of directors of this or- 
ganization have reviewed Reorganization Plan No. 2 of 1956 and the statement 
which accompanied its transmittal to the Congress. 

The attached copy of a resolution unanimously adopted on June 16, 1956, re- 
flects the views of the members of the board on the proposed separation of the 
Federal Savings an Loan Insurance Corporation from the Federal Home Loan 
Bank Board. 

This league is intensely interested in and will heartily support any constructive 
improvement in examination and supervision of savings and loan associations and 
intends to continue its study of the Federal Home Loan Bank System in order to 
present our views on its future operation. 
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We urgently request you to vote for the resolution to disapprove Reorganiza- 
tion Plan No. 2 of 1956. 


Respectfully yours, 


Davip Forp, President. 
RESOLUTION 





Whereas the Congress of the United States has received for consideration 
Reorganization Plan No. 2 of 1956, which proposes to separate the Federal Sav- 
ings and Loan Insurance Corporation from the Federal Home Loan Bank Board, 
by creating a new Board of Trustees of the Corporation, by vesting management 
of the Corporation in that Board of Trustees and by making appropriate trans- 
fers of the functions of the Federal Home Loan Bank Board to the Board 
of Trustees and to the Corporation, and 

Whereas the ultimate mutual owners of the corporation—the insured savings 
and loan associations—were neither advised of, nor consulted with prior to the 
transmittal of the plan to the Congress, and 

Whereas there are grave doubts as to any reduction in expense of operation 
or increase in efficiency of the Corporation or any additional benefits to the 
public if the Corporation is separated from the Federal Home Loan Bank 
Board, and 

Whereas such separation could result in duplication of effort, reporting, exam- 
ination, and supervision, and 

Whereas the present statutory assignment of powers, duties, and responsi- 
bilities of the Federal Home Loan Bank Board are the outcome of a number 
of important acts by the Congress over a period of 24 years, which in general 
have been sponsored and supported by the organized savings and loan business 
in the Nation: Now, therefore, be it 

Resolved, That the board of directors of the Savings Association League of 
New York State on behalf of the members, in meeting assembled, express strong 
objection to the purpose and provisions of Reorganization Plan No. 2 of 1956; 
and be it further 

Resotved, That the president of the league be directed to transmit copies of 
this resolution to the President of the United States, to the Members of Congress 
representing the State of New York and to the chairmen of the Senate and 
House Committees on Government Operations, respectfully urging that Re- 
organization Plan No. 2 of 1956, be withdrawn or defeated. 

I certify that the foregoing resolution was unanimously adopted at a regular 
legal meeting of the board of directors of the Savings Association League of 
New York State, held at Hotel Biltmore in New York City, on June 15, 1956. 


Davin Forp, President. 


























































Frrst Feperar Savines & LOAN ASSOCIATION, 
Austin, Tex#., June 19, 1956. 


Hon. WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DeaR Mr. Dawson: I understand that on May 17, President Eisenhower trans- 
mitted to the Congress the Reorganization Plan No. 2 of 1956. This plan con- 
templates that the Federal Savings and Loan Insurance Corp., will be estab- 
lished as an independent agency, subject to the direction and control of the 
President of the United States, with its affairs to be administered by a 3-man 
Board of Trustees appointed by the President, one of whom shall be the Chair- 
man of the Home Loan Bank Board. 

With all due respect to the President, I wish to submit my objection to the 
plan for the following reasons : 

1. Savings and loan associations over the country would have to deal with 
two Government agencies; one, the Insurance Corporation, and the other, the 
Home Loan Bank System. This would in all probability result in a tremendous 
amount of confusion and overlapping of decisions and authority. 

2. The Insurance Corporation, if made an independent agency, would not feel 
the responsibility for the general progress and advancement of the savings and 
loan business, and would create an incentive to control salaries, dividends, pen- 
sions, and other functions that should be left to management of the associations. 

3. The operating costs of both the Insurance Corporation and the Board are 
now paid by member associations, and if the separation were effected, the plan 
would bring considerable operating expenses to the industry. 
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4. The supervision and examination of associations would be doubly increased, 
since the Insurance Corporation and the Board would have their respective 
responsibilities and obligations to determine each year as to the soundness of 
member associations. 

5. The advice and counsel of leaders in the savings and loan industry were not 
consulted before the plan was submitted, and if they had been, perhaps the 
President would have viewed the other side of the picture more carefully. 

The Federal Savings and Loan Insurance Corp., as a part of the Federal Home 
Loan Bank Board, has been highly successful and progressive, and to tamper 
with this combination in which the public has so much confidence might result 
in creating a lack of confidence on the part of the public. This would be a setback 
to the progress that the savings and loan industry has contributed in our 
economic life over the past years. 

You may be assured that this association, as well as all the others over the 
country, is interested in constructive improvement of the supervision of the sav- 
ings and loan business, and that should any changes occur in the future for im- 
provement, the industry will support them to the limit. However, it is felt that 
the present plan under consideration would be detrimental rather than helpful 
to the business, and I earnestly solicit your support in defeating adoption of the 
plan. 

Very truly yours, 
A. B. Surtertow, President. 


DALHART FEDERAL SAvines & LOAN ASSOCIATION, 
Dalthart, Tew., June 19, 1956. 


Hon. Wiriu1amM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: This letter is to register our disapproval to the proposed 
reorganization of the Federal Home Loan Bank and Federal Savings and Loan 
Insurance Corporation. This plan is known as Reorganization Plan No. 2, and 
we think that it would be a determinate to the successful operation of the sav- 
ings and loan system which now finances approximately 37 percent of all home 
loans. 

Since 1934, the savings and loan industry has grown under the leadership of 
one agency, and changing this at the present time, we feel, would be questionable 
and dangerous to the sound operation of our business. We cannot see how it 
would make for economy, since it would create still another separate Govern- 
ment agency. 

From the local angle, the existence of the two Boards would require duplication 
of recordkeeping, reports, and other matters which would greatly increase the 
expense on the local level in operating a savings and loan business. 

We hope that you will take these matters into consideration for your com- 
mittee, and accept this letter as being our record opposition to this reorganization 
plan. 

Very cordially yours, 
JIMMIE PIGMAN, 
Erecutive Vice President. 


HovusE OF REPRESENTATIVES, 
Washington, D. C., June 19, 1956. 
Hon. Wirix1aAmM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: Thank you for your letter of the 18th, advising me of 
your committee’s hearings on Reorganization Plans No. 1 and No. 2. 

May I address myself to plan No. 2, that is, the separation of the Insurance 
Corporation from the Home Loan Bank Board. 

I have had occasion to look into the activities of the Federal Home Loan 
Bank Board for several years as a member of the Independent Offices Subcom- 
mittee of the Appropriations Committee. The Home Loan Bank Board does 
a good job. 

Its Insurance Corporation, likewise, has done a good job. Their losses have 
been very small. They now have in their reserve fund in the neighborhood of 
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$198 million, which has accumulated from collection of fees. Of course, the 
high level of economy that has prevailed in this country for the last 20 years 
is more or less responsible for the smallness of failures of insured member 
institutions covered by the Board. 

The Examining Division of the Board also does a good job, and its activities 
have served a most useful purpose. We have insisted that they make an 
inspection more often than every 18 months, and they are getting down to an 
inspection once every 12 months. Perhaps an inspection once every 9 months 
of insured member institutions would be more desirable. 

The cost of operation of the Home Loan Bank Board, its Insurance Corpora- 
tion, and Examining Division, is paid entirely with its own funds. Not a penny 
of appropriated money is involved. 

Only last year, the Home Loan Bank Board, the Insurance Corporation, and 
the Examining Division were made an independent agency and taken out from 
under whatever jurisdiction the Office of the Administrator of the Housing and 
Home Finance Agency may have claimed over it. I think he had precious 
little, if any, jurisdiction over any of them. 

The Board, in its handling of the Insurance Corporation, and its Examining 
Division, is functioning smoothly. To make the Insurance Corporation a sep- 
arate entity would serve no useful purpose, and not save one penny of appro- 
priated money, nor any of the Insurance Corporation’s own funds. 

Thanking you again for your letter and your many courtesies, and with 
kindest regards and every good wish, I am 

Sincerely yours, 
ALBERT THOMAS. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 19, 1956. 
Hon. WILLIAM L. DAWSON, 
Chairman, Committee on Government Operations, 
House Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: This will acknowledge receipt of your letter of June 18 
advising of hearings on Reorganization Plans Nos. 1 and 2. 

I have no particular comment to make on Reorganization Plan No. 1, but I 
wish to advise you of my objection to Plan No. 2. I am attaching a statement 
explaining my position, and I should appreciate it being made a part of the 
record of the hearings on this matter. 

Thanking you for your thoughtfulness, I am 

Sincerely, 
WAYNE N. ASPINALL. 


Mr. ASPINALL. Mr. Chairman and members of the Subcommittee on Executive 
and Legislative Reorganization, I am pleased to have this opportunity to make 
note of my opposition to Reorganization Plan No. 2 (H. Doc. 406), now being 
considered by this committee. 

When I heard of this plan to reorganize an executive department my first 
thought was that I would be in favor of it. However, after receiving mail in 
opposition to this proposal from men in my district who know this field well, I 
determined to check this proposal with my good friends, William K. Divers, 
former Chairman of the Federal Home Loan Bank Board. I thought his long 
experience as Chairman, running from 1947 to 1953, would qualify him to tell 
me what was good and what was not good about this proposal to separate the 
insurance aspects away from other functions of the Home Loan Bank Board. 
He advised me that he did not think this proposal had much value. I suggested 
to him that perhaps he was still too close to this problem, but he advised me that 
the Federal Savings and Loan Advisory Council, a statutory body constituted 
by the Congress, was also opposed to this reorganization. Thus, in my own 
checking, I have found the participants in my district opposed ; I have found the 
former Chairman of this agency opposed; and I have found that the Advisory 
Committee is also opposed. I am less sure of who is in favor of this reorgani- 
zation plan. 

I must say to this committee that I have given support to virtually every 
reorganization proposal. I am opposing this plan solely because those who have 
the most intimate and continuing contact with this area advise me that it is 
unwise. They are agreed that it will increase rather than decrease cost. They 
are agreed that it will decrease rather than increase efficiency. They are agreed 
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that this reorganization is not so stated in the Hoover reports. They are also 





agreed that the present system is working fairly, efficiently, and as the Congress m 
intended that it should work. m 
Accordingly I wish to urge that this committee give this reorganization plan be 
its most careful attention. I am sure that it will be worth while, indeed, to T 
make this study, for it should reveal the fine service that has been rendered to fi 
the Nation and to both the savers and the institutions of the Federal savings S: 
bank system by the Federal Home Loan Bank Board as now constituted—an th 
efficient and worthwhile agency. It is my opinion that your consideration will ol 
also reveal that this reorganization plan is ill-advised, and that the reorganizing m 
talents of the administration might well be put to better and more reward- ot 
ing causes. 
de 
ag 
Hovust or REPRESENTATIVES, ay 
Washington, D. C., June 20, 1955. su 
Hon. WitiiAm L. DAWSON, Cx 
Chairman, House Committee on Government Operations, 
Washington, D. C. su 
Dear CoLLEAGUE: I have recently received a letter from the Oakland Real 11 
Estate Board which is located in my district requesting that the board’s views in in: 
favor of H. R. 9402 be expressed to the Committee on Government Operations. Me 
I enclose the letter for your information. fo! 
Cordially yours, Pl 
JOHN J. ALLEN, Jr. Co 
OAKLAND REAL Estate Boar, is 
OAKLAND, CALir., May 31, 1956. mi 
Hon. JOHN J. ALLEN, bet 
House Office Building, an 
Washington, D. @. is 
My Dear CoNGRESSMAN ALLEN: The Oakland Real Estate Board is an organi- ob 
zation having a vital interest in serving property owners and taxpayers. We Fa 
are therefore strongly opposed to needless waste of money in conducting the = 
business of Government. in 
Two measures before our Congress, 8. 3199 and H. R. 9402, are designed to ser 
improve governmental budgeting and accounting methods and procedures as rec- Lo: 
ommended by the bipartisan Hoover Commission of experts. . 
Ultimate savings anticipated from adoption of such legislation are esti- Ffo 
mated as high as $4 billion per year. 
The board of directors of the Oakland Real Estate Board, at their regular 
meeting on Tuesday, May 29, unanimously went on record favoring the passage of 
these bills and urging your support of them. Mr 
Will you kindly express this view to the Committee on Government Opera- bape 
tions and advise me as to your personal views in the matter. 
Respectfully yours, ; 
LorEN G. Mowrkey, I 
Executive Vice President. the 
ton. 
I 
{News release, June 20, 1956] fee] 
, tho 
CITIZENS COMMITTEE FOR THE Hoover REporRT A 
Washington, D. C. 
WASHINGTON. D. C., JUNE 19.—A key provision of the housing bill, now before 
the House of Representatives, would nullify President Eisenhower's Reorganiza- 
tion Plan No. 2 of 1956, Julian Myrick, acting national chairman of the Citizens 
Committee for the Hoover Report warned today. Rep 
“Reorganization Plan No. 2 of 1956, submitted to Congress by President 
Eisenhower on May 17, provides for the separation of the Federal Savings and M 
Loan Insurance Corporation from the Federal Home Loan Bank Board as 112 
recommended by the Hoover Commission,’ Mr. Myrick said in identical letters A 
to House Speaker Sam Rayburn (Democrat, Texas) and Minority Leader Joseph was 
W. Martin (Republican, Massachusetts). “This would give added protection to zi 
depositors in savings and loan associations insured by the Federal Savings and LOVE 
Loan Insurance Corporation. by tl 
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“At present these two agencies are controlled by the same board of three 
members, but it is highly desirable and in the public interest that the manage- 
ment of these two agencies should be separated. Such a separation is desirable 
because their purposes and objectives might in some circumstances be in conflict. 
The objective of the Home Loan Bank Board is to promote and encourage home 
financing through making money available for mortgages, while the Federal 
Savings and Loan Insurance Corporation has for its objective the insurance of 
the deposits in savings and loan associations and similar institutions. Its 
objective is to protect the interests of the depositors. Thus its main concern 
must be the preservation of the assets of the savings and loan associations and 
other similar insured institutions. 

“Obviously it is possible that conflicts might develop between an agency 
designed to protect the interests of the depositors in such associations and an 
agency concerned with the promotion of home building through making money 
available for mortgages. To protect adequately the interests of depositors in 
such lending institutions it is imperative that these two agencies of the Federal 
Government should be separated. 

“The House Committee on Banking and Currency did not afford a hearing to 
supporters of Reorganization Plan No. 2 when it inserted section 705 of H. R. 
11742 the provision which would knock out Reorganization Plan No. 2. It was 
inserted by the committee in executive session after the hearings had closed. 
Mounting pressure from the insured building and loan associations is responsible 
for its insertion. No attempt was made to have supporters of Reorganization 
Plan No. 2 present their point of view. This type of legislating does not increase 
Congress’ prestige in the eyes of the public. 

“The issue is posed very simply by Reorganization Plan No. 2, on which there 
is a privileged motion (H. Res. 541), before the House. Introduced by Congress- 
man Faseell (Democrat, Florida) on June 14, this motion will come automatically 
before the House for a vote. On it, the issue is clear. The Members will have 
an opportunity to vote openly on the pros and cons of the plan. Section 705 
is in a House bill containing many complicated sections. It will be difficult to 
obtain a clean-cut decision on this issue. The vote should come on Congressman 
Fascell’s resolution. 

“Plan No. 2 is based upon recommendation No. 4 of the Hoover Commission 
in its report on lending agencies as follows: ‘That no person be permitted to 
serve as a member of the Home Loan Bank Board and the Federal Savings and 
Loan Insurance Corporation at the same time.’ 

“This recommendation was moved in the Commission by Congressman Chet 
Ffolifield (Democrat, California ).” 






House OF REPRESENTATIVES, 
Washington, D. C., June 20, 1956. 
Mr. WILLIAM L. DAwson, 
Chairman, Committee on Government Operations, 
1501 House Office Building, Washington, D. OC. 


Dear Mr. CHAIRMAN: Will you be good enough to incorporate in your hearings 
the attached letter from Mr. Lawrence K. Vry, of Archer & Smith, Inc., Lexing- 
ton, Ky.? 

In addition, because of Mr. Vry’s experience and standing in the community, I 
feel certain that the members of your committee would be interested in his 
thoughts. 

Appreciating your courtesy, 

Sincerely, 
JoHN C. Watts. 






ARCHER & SMITH, INC., 
Lexington, Ky., June 13, 1956. 
Representative Jonun C. WATTS, 
House Office Building, Washington, D. C. 

My DEAR REPRESENTATIVE WaTTS: I am one of your constituents. I reside at 
112 Edgemoor Drive, Lexington, Ky. 

As one of our many millions of taxpayers, I am strongly opposed to all needless 
waste of my money in conducting the business of Government. 

There are bills before Congress (S. 3199 and H. R. 9402) designed to improve 
governmental budgeting and accounting methods and procedures as recommended 
by the bipartisan Hoover Commission of experts. 

79534—56 10 














140 REORGANIZATION PLAN NO. 2 OF 1956 


Ultimate savings from such legislation are estimated at $4 billion a year. 

I am strongly in favor of passage of these bills and urge you to support them. 

Please express my views to the Committee on Government Operations and 
advise me what your personal views are in the matter. 


Respectfully yours, 
LAWRENCE K. Vry. 


House OF REPRESENTATIVES, 
Washington, D. C., June 20, 1956. 
WiiiiaM L. DAwson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

DEAR COLLEAGUE: With reference to Reorganization Plan No. 2 and House 
Resolution 541, enclosed are copies of letters received from Dean B. Merrill, of 
Hampton and Roland L. Harper, of Keene. I have advised Mr. Merrill and Mr 
Harper that their views would be called to your attention. 


Sincerely, 
CHESTER EF. MERROW, 


Member of Conaresasa 
P. S.—Also enclosed is a letter from Mr. Kelly Dahood, of Salem. 


KEENE CO-OPERATIVE BANK, 
Keene, N. H., June 12, 1956 
Hon. CHESTER FE. Merrow, 
House of Representatives, 
Washington, D. C. 

Dear Srr: Under date of May 17, President Eisenhower transmitted Reor- 
ganiaztion Plan No. 2 of 1956 to the Congress. This plan, unless vetoed by 
either House of Congress would separate the Federal Savings and Loan Insur- 
ance Corporation from the Federal Home Loan Bank Board and would establish 
the Federal Savings and Loan Insurance Cooperation as an independent agency 
subject to the direction and control of the President and its affairs would be 
administered by a three-man Board of Trustees appointed by the President, one 
of whom would be Chairman of the Board of the Federal Home Loan Bank. 

I wish to bring to your attention that this plan does not have the recommenda- 
tion of the savings and loan and cooperative bank business and I want to go on 
record as being opposed to it. We were never consulted when the plan was 
drafted and upon examining it have found several things which do not meet 
with our approval. 

My personal objections to this plan are as follows: 

1. The plan will cause a duplication of expenses, as both agencies will un- 
doubtedly want to make separate examinations to determine the soundness of 
the financial institutions under their control. In the case of our own bank, 
which is State chartered as well as being a member of the Federal Home Loan 
Bank and the Federal Savings and Loan Insurance Corporation, we would be 
required to deal with three agencies, and, this I believe, would result in confusion 
and delay on many matters of importance. 

2. The Board of Trustees would not necessarily be bipartisan and the plan fails 
to provide for any term of office of the Trustees. 

3. It will create one more agency which we must support. 

Though the letter accompanying the plan states that it follows a recommenda- 
tion of the Hoover Commission, the Hoover report only recommended that no 
one man serve on both Boards. In fact, the Hoover task force on lending, which 
recommended independent status for the Bank Board last year, specifically com- 
mented on the advantages of the present grouping of the Board and Insurance 
Corporation. 

I have been advised that the congressional committees which deal with the 
Federal Home Loan Bank Board and the Federal Insurance Corporation and 
our business were not consulted on this plan and have never recommended a sepa- 
ration of the Corporation from the Board. Only last year the administration 
was opposed to the plan and Administrator Cole’s official comment on the Hoover 
Commission recommendation was to the effect that he did not believe it neces- 
sary to separate the Board and the Insurance Corporation. 


CQ A nate 
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I request, therefore, that you give this matter your most serious attention so 
that if any changes are made they will be in the best interest of the American 
public and our business. 
Very truly yours, 
RoLanp I. HARPER, 
Secretary-Treasurer. 


HAMPTON CO-OPERATIVE BANK, 
Hampton, N. H., June 7, 1956. 
Hon. CHESTER BD. MeERRow, 
House Office Building, 
Washington, D. C. 


Deak CHESTER: I understand that the President has submitted his Reorgan- 
ization Plan No. 2 to the Congress and one portion of this plan would establish 
the Federal Savings and Loan Insurance Corporation as an independent agency. 
At the present, this is a part of the Federal Home Loan Bank Board unit. 

It seems to me that we should endeavor to reduce the number of agencies of 
Government and as far as I know, the operation of the Federal Savings and 
Loan Insurance Corporation has been handled properly through the Federal 
Home Loan Bank Board. It is my understanding that this proposal was never 
discussed with the savings and loan people and that after study of the proposal 
our trade association has registered disapproval of the plan. 

Sincerely yours, 
DEAN B. MERRIIL. 


SALEM CO-OPERATIVE BANK, 
Salem, N. H., June 18, 1956. 
Congressman CHESTER MERROW, 
Washington, D. OC. 


DEAR CONGRESSMAN: There is a Reorganization Plan No. 2 that has been rec- 
ommended by the President for approval by Congress. This plan would divide 
the Federal Savings and Loan Insurance Corporation and the Federal Home 
Loan Bank Board into two separate agencies. 

We are opposed to this separation as it would involve duplication of work 
and expense both for the Government and our institution. We also feel that 
the overlapping of responsibilities for the savings and loan operation would 
result in complex of policy and great confusion in the business. 

We would appreciate your support in defeating this reorganization plan. We 
are very interested and will support any constructive improvement in the super- 
vision of our business. 

Very truly yours, 
Ketty Danoop, Secretary-Treasurer. 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., June 20, 1956. 
Hon. WILLIAM L. Dawson, 
Chairman, Subcommittee on Executive and Legislative Reorganization, 
House Office Building, Washington, D. C. 
House Office Building, Washington, D. C. 

DEAR Mr. DAwson: Reference is made to your letter of the 18th, relative to 
the hearings to be held by your subcommittee on Reorganization Plan No. 2. 

In this connection, I would like to bring to your attention two letters which I 
received from Federal savings and loan associations in my district namely, the 
Baltimore Federal Savings and Loan Association and Highland Savings and Loan 
Association, in opposition to Reorganization Plan No. 2. 

A copy of each of these letters is attached, and I would appreciate your includ- 
ing them in the hearings. 

With kind regards, I am, 

Sincerely, 
Epwakp A. GARMATZ, 
Member of Congress. 
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BALTIMORE FEDERAL Savines & LOAN ASSOCIATION, 
June 6, 1956. 


Hon. Epwarp A, GARMATZ, 
House of Representatives, 
Howse Office Building, Washington, D. C. 

Dear Ep: As a member of the Federal Home Loan Bank System and the Fed- 
eral Savings and Loan Insurance Corporation, we wish to register our opposition 
to the adoption of Reorganization Plan No. 2 of 1956. The plan provides for 
establishing the Federal Savings and Loan Insurance Corporation as an inde- 
pendent agency separate from the Federal Home Loan Bank Board, under a 
three-man board of trustees appointed by the President, apparently without 
regard to party lines. 

We take this stand merely because of defects in the plan while at the same 
time we are working with the United States Savings and Loan League and the 
administration to bring about needed improvements in the Federal Home Loan 
Bank System. It should be clearly understood that the plan is not a recom- 
mendation of the industry and that we were not consulted when it was drafted. 

The plan is diametrically opposed to the recommendation of the Hoover Com- 
mission Task Force on Lending Agencies (pp. 38 and 40), the Hoover Commission 
Report Recommendation No. 4, and the administration comment on this report 
(Hearings on Lending Agencies Report, p. 3938). 

The adoption of Reorganization Plan No. 2 could easily result in additional 
costs of administration, a conflict of supervisory authority, further controls 
over our business, and the necessity of dealing with two, possibly nonharmonious, 
agencies. We earnestly seek your assistance in defeating Reorganization Plan. 
No. 2. 


Sincerely yours, 
HENry P. Irr. 


HIGHLAND FEDERAL SAVINGS AND LOAN ASSOCIATION, 
Baltimore, Md., June 11, 1956. 
Hon. Epwarp A. GARMATZ, 
Congressman, Third Congressional District, Maryland, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN GARMAT#: The board of directors of this association, by 
unanimous vote, adopted a resolution whereby the Highland Federal Savings and 
Loan Association has concurred in the resolution of the Federal Savings and Loan 
Advisory Council, previously forwarded you by said Council, opposing the pas- 
sage of Reorganization Plan No. 2. 

We feel that building associations who are members of both the Federal 
Home Loan Bank System and the Federal Savings and Loan Insurance Corpora- 
tion should not be put to the additional expense of supporting these Corpora- 
tions as separate entities, particularly im view of the fact that we have for so 
many years operated in a most satisfactory and efficient manner under the 
old system. We feel that the passage of this act would result in needless in- 
creased cost of operation as well as conflicting duplication of supervision 
for the insured building and Ioan associations of this country. 

We respectfully urge you to use every facility at your command to bring about 
the defeat of this needless piece of legislation. 


Very truly yours, 
WILLIAM SINGLE, Jr., 


Executive Vice President. 


IBERIA BUILDING ASSOCIATION, 
New Iberia, La., June 20, 1956. 


Mr. WiiiiAm L. Dawson III, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mk. Dawson: There is or will shortly be before Congress Reorganization 
Plan No. 2, relative to separating the Federal Home Loan Bank Board, which 
would divide the Federal Savings and Loan Insurance Corporation and the 
Federal Home Loan Bank Board into two separate agencies. 

This association wishes to oppose this Reorganization Plan No. 2, as it is felt 
that the present setup, with a single agency handling savings and loan affairs, 
has resulted in a strong and progressive nationwide system of savings institu- 
tions. The wisdom of tampering with this present successful single agency is 
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highly questionable and dangerous. It would create still another separate Gov- 
ernment agency ; it would not result in economy of operation; but, instead, would 
increase the expense of the Government agency to handle savings and loan 
institutions; and the existence of two boards with overlapping responsibilities 
for the savings and loan operation would result in conflict of policy and great 
confusion in the business, as well as to Congress and the President. 
We urge that you make every effort to defeat Reorganization Plan No. 2. 
Your very truly, 
JOHN W. Trotter, Secretary. 


APOLLO SAVINGS & LOAN ASSOCIATION, 
Chicago, Ill., June 20, 1956. 
Hon. WILLIAM DAWSON, 
House of Representatives, Washington, D. C. 

DEAR FRIEND Bri_: As a member of Al Horan’s organization for the last 35 
years, and being a very personal friend of Tom O’Brien, John Kulezynski, 
Barratt O’Hara, and other friends of yours, I am appealing to you to vote for 
House Resolution 541 introduced by Representative Fascell and by Senator 
Sparkman in Senate Resolution 291 to disapprove of Reorganization Plan No. 2. 

This plan if passed would add another bureau which would be costly to our 
association and give the Republicans another office to take over for the benefit 
of their friends. It would add the following departments, legal, accounting, 
and statistical, and would cause conflict of authority between the contemplated 
agency and the Federal Home Loan Bank Board. 

I would appreciate any effort you make to defeat Reorganization Plan No. 2. 
Will see you at the convention in August. 

Yours sincerely, 
CHARLES X. CLANOY, President. 


First FEDERAL SAVINGS & LOAN ASSOCIATION OF FULLERTON, 
Fullerton, Calif., June 20, 1956. 
Hon. WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
Washington, D.C. 


Srr: We are unquestionably opposed to the splitting of the Federal Home Loan 
Bank Board as proposed in Reorganization Plan No. 2. 

We ask that you give your full support in opposing the plan to separate the 
Federal Home Loan Bank from the Federal Savings and Loan Insurance Corpo- 
ration. This plan would create a duplication of work and expense to savings 
and loan institutions. 

Respectfully yours, 
FRED FULLER, President-Manager. 


EDENTON Burtpine & LOAN ASSOCIATION, 
Edenton, N. C., June 20, 1956. 
Hon. WILLIAM L. DAwson, 
House of Representatives Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN: Our aSsociation respectfully requests that you actively 
oppose and vote against Reorganization Plan No. 2 now under consideration by 
the Senate Committee on Government Operations. 

This proposed plan, if adopted, will in our opinion, inevitably result in more 
overlapping and duplication of effort ; higher cost of administration, without any 
increase in efficiency. 

We urge your most serious and favorable consideration in this important 
matter. 

Very truly yours, 
R. EB. Leary, Secretary. 
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FOxBOROUGH CO-OPERATIVE FEDERAL SAVING & LOAN ASSOCIATION, 
Forboro, Mass., June 20, 1956. 
Hon. WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Dawson: I am writing to register our opposition to Re- 
organization Plan No. 2, wherein it is proposed to divide the Federal Savings 
and Loan Insurance Corporation and the Federal Home Loan Bank Board into 
two separate agencies, and to ask that you support action to defeat it when it 
comes before your committee. 

Our association is ready to support any means that may be devised to improve 
the supervision of the savings and loan business, but maintain the separation 
into two agencies is not essential to accomplish this end. 

With only a few exceptions the savings and loan institutions, like ours, are 
in a strong position and are progressive, as signified by the percentage of home 
loans they have made. This has been accomplished through a single agency. 

The creation of still another agency means extra expense of operation, conflict 
of policies and confusion within the business. 

Yours truly, 
Harry P. Boyce, President. 


HoME FEDERAL Savines & LOAN ASSOCIATION, 
Johnson City, Tenn., June 20, 1956. 
Re Reorganization Plan No. 2 
Hon. WiLitAM L. DAWSON, 
Chairman, House Committee on Government Agencies, 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: I know that you will reecive many letters in opposition 
to the above measure which the President has recommended without consulting 
any responsible group representing our business. Most of these letters will go 
into details that it is not necessary for me to repeat. 

May I simply state that I have been in this business for 32 years, and there 
are 20,000 families in this mountain section of Tennessee, that are members of 
our company. If the Federal Home Loan Bank System is split in two, we will 
serve two masters, with attendant confusion and additional expense, the effects 
and cost of which must ultimately be passed on to these 20,000 families. 

The Federal Home Loan Bank System has operated successfully for over 20 
years, and before this drastic “sword of Solomon” shall split it in two, without 
regard to the effect on the corpse (our business), we should at least have the 
opportunity to present our side. 

I earnestly request that you use your influence to block this measure. 


Sincerely yours, 
Nat T. Winston, President. 


NEw ROCHELLE FEDERAL SAVINGS & LOAN ASSOCIATION, 
New Rochelle, N. Y., June 20, 1956. 
Re Reorganization Plan No. 2 of 1956. 
CONGRESSMAN WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Dawson: I enclose a photostatic copy of a resolution 
passed by the board of directors of the Savings Association League of New York 
State on June 15, 1956, with which I wish to record the hearty approval of the 
New Rochelle Federal Savings and Loan Association. 

We are strongly opposed to the proposal of Reorganization Plan No. 2 for 
many reasons including those stated in the enclosed resolution. 

We trust we can count on your support in opposing this reorganization plan. 


Very truly yours, 
SELDEN W. Ostrom, President. 


RESOLUTION 


Whereas the Congress of the United States has received for consideration 
Reorganization Plan No. 2 of 1956, which proposes to separate the Federal 
Savings and Loan Insurance Corporation from the Federal Home Loan Bank 
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Board, by creating a new board of trustees of the Corporation, by vesting man- 
agement of the Corporation in that board of trustees, and by making appropriate 
transfers of the functions of the Federal Home Loan Bank Board to the board 
of trustees and to the Corporation ; and 

Whereas the ultimate mutual owners of the Corporation—the insured savings 
and loan associations—were neither advised of, nor consulted with prior to the 
transmittal of the plan to the Congress ; and 

Whereas there are grave doubts as to any reduction in expense of operation 
or increase in efficiency of the Corporation or any additional benefits to the 
public if the Corporation is separated from the Federal Home Loan Bank Board; 
and 

Whereas, such separation could result in duplication of effort, reporting, ex- 
amination, and supervision ; and 

Whereas the present statutory assignment of powers, duties, and responsi- 
bilities of the Federal Home Loan Bank Board are the outcome of a number of 
important acts by the Congress over a period of 24 years, which in general have 
been sponsored and supported by the organized savings and loan business in the 
Nation: Now, therefore, be it 

Resolved, That the board of directors of the Savings Association League of New 
York State on behalf of the members, in meeting assembled, express strong 
objection to the purpose and provisions of Reorganization Plan No. 2 of 1956; and 
be it further 

Resolved, That the president of the league be directed to transmit copies of this 
resolution to the President of the United States, to the Members of Congress 
representing the State of New York and to the chairmen of the Senate and House 
Committees on Government Operations, respectfully urging that Reorganization 
Plan No. 2 of 1956, be withdrawn or defeated. 

I certify that the foregoing resolution was unanimously adopted at a regular 
legal meeting of the board of directors of the Savings Association League of 
New York State, held at Hotel Biltmore in New York City, on June 15, 1956. 


Davip Forp, President. 


Bay RIpGE SAviInGs & LOAN ASSOCIATION, 
Brooklyn, N. Y., June 20, 1956. 
Reference to Reorganization Plan No. 2. 
Hon. WILLIAM L. DAWSON, 
House of Representatives, Washington, D. C. 

Sir: Your cooperation is respectfully requested in the defeat of Reorganiza- 
tion Plan No. 2 for the following reasons: 

1. The probable necessity of filing separate reports to both the Federal Savings 
and Loan Insurance Corporation and the Home Loan Bank Board. 

2. Submission of matters requiring approval of both agencies, first one and 
then the other. 

3. Added examination costs. 

4, Effect of reorganization plan will result in chaos through conflicting rules 
and regulations. 

5. Expensive duplication of examinations. 

6. The present single agency system to handle savings and loan affairs has been 
developed over a period of 25 years and has produced a strong and progressive 
nationwide system of savings institutions which now finance a substantial part 
of our Nation’s homes. 

7. We question the wisdom of tampering with the present single agency system 
as being questionable. 

8. The proposed reorganization plan would not result in economy of operation 
and would increase the cost of operations to individual savings institutions. 

9. Two boards with overlapping responsibilities for savings and loan operations 
might well result in conflicts of policy and added confusion. 

10. We are ready to support any constructive improvement in supervision of 
the savings and loan business. The United States Savings and Loan League is 
currently making a careful study of the Federal Home Loan Bank System with 
that end in view. 

May we count on your support in the defeat of the proposed Reorganization 
Plan No. 2 about to be submitted to you? 

Respectfully, 
Henry G. Stern, President 
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First FepERAL SAVINGS & LOAN ASSOCIATION, 
Miami, Fla., June 20, 1956. 
Representative DAwson, 
State of Illinois, 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: Enclosed is copy of our letter of June 19 to the President 
requesting withdrawal of his recently submitted Reorganization Plan No. 2. 

Since withdrawal of the plan by the President is unlikely we urgently request 
that disapproval of this plan be submitted to the House by your subcommittee. 
If this plan prevails it will be harmful to the Government, savings and loan in- 
dustry, and to the public. 

Your efforts to prevent the establishment of this additional independent public 
agency, with the additional expense and conflict of authority it will involve, will 
be highly appreciated. 

Sincerely yours, 
W. H. WALKER, Chairman. 


First FEDERAL SAVINGS & 
LOAN ASSOCIATION OF MIAMI, 
Miami, Fla., June 19, 1956. 


THE PRESIDENT, 
THE WHITE HOUSE, 
Washington, D.C. 

Dear Mr. Presmipent: This letter comes from the oldest Federal savings and 
loan association in the Nation, and one of the largest, operating under United 
States charter No. 1, to request reconsideration and withdrawal of your Reor- 
ganization Plan No. 2. The separation of the Federal Home Loan Bank Board 
and the Federal Savings and Loan Insurance Corporation, establishing the latter 
as an independent agency, would be a costly, confusing and needless error. 

We are in quite thorough agreement with most of the objectives of the Hoover 
report and with the economy objectives of your administration. But this Reor- 
ganization Plan No. 2 would only multiply the agencies and expense of Govern- 
ment, without improving the efficiency of the governmental agencies which exer- 
cise supervision over federally chartered savings institutions and insure their 
accounts. 

The Federal Home Loan Bank Board and Federal Savings and Loan Insurance 
Corporation have operated efficiently under one management for more than 20 
years, without duplication of expense of supervisory effort. Their objectives are 
essentially the same, protection of the savings and loan system of the United 
States and those who place their savings therein. 

We believe this reorganization plan is based upon the false assumption that 
the Federal Home Loan Bank Board is the “promoter” of the system, and as 
such not qualified to manage insurance of accounts. In fact the Board is pro- 
tector of the system, in the public interest, and is better able to govern the 
insurance of accounts than any independent agency could possibly be. The 
record of the past 20 years, if studied closely, will verify that such is the fact. 

After careful consideration our board of directors has unanimously adopted a 
resolution opposing this reorganization plan, certified copy of which is enclosed. 
We can see in this plan no benefit or economy either to the Government, the 
public, or our industry. 

It is earnestly suggested that Reorganization Plan No. 2 be withdrawn by the 
President. 


Respectfully submitted. 
W. H. Waker, Chairmen. 


First FEepERAL SAvines & 
LOAN ASSOCIATION OF NEW ALBANY, 
New Albany, Ind., June 20, 1956. 
Re Reorganization Plan No. 2. 


Hon. W1i1t1aM L, Dawson, 
House of Representatives, 
Washington, D.C. 
Dear Mr. Dawson: It is our understanding that Reorganization Plan No. 2 is 
under consideration whereby the Federal Savings and Loan Insurance Corpora- 
tion and the Federal Home Loan Bank Board are to be divided into two separate 


agencies. 
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We in the savings and loan business feel that this plan is not a favorable one 
for everyone concerned. It would bring on a more costly governmental operation, 
and it would bring about a state of confusion for the associations dealing with 
these agencies. The present, single agency to handle savings and loan affairs 
was developed over the past quarter of a century by numerous congressional 
enactments and has resulted in a strong and progressive nationwide system of 
savings institutions which now finance 37 percent of all home loans. 

Inasmuch as we feel that this change would do more harm than good, we 
urge you to lend your support in any way possible to defeat approval of Reorgan- 
ization Plan No. 2. We wish to emphasize that our institution is imterested 
in and will support any constructive improvement in the supervison of the savings 
and loan business. 

Very truly yours, 
Epw. J. Trene, President. 


Savines & LOAN LEAGUE OF MINNESOTA, 
Minneapolis, Minn., June 20, 1956. 
Re President’s Reorganization Plan No. 2. 
Representative WILLIAM L, DAwson III, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE DAWSON; I have written to members of the Minnesota 
delegation, on behalf of the savings and loan industry of Minnesota, registering 
our objection to the above proposal, which I understand is now before your 
committee in the form of a resolution rejecting the proposal. 

We are very much disturbed over any effort to separate the operation of the 
Federal Savings and Loan Insurance Corporation from the Federal home-loan 
bank at this time. 

Apparently, the several governmental agencies affected by this change, as well 
as the industry itself, were not consulted and there seems little justification for it, 
particularly when there are so many defects apparent. 

We are in complete agreement with the United States Savings and Loan League, 
who will be represented at your hearing on this matter in opposition to the plan, 
and trust that you will record our opposition along with theirs. 

Respectfully yours, 
Vv. S. WELCH, 
Executive Vice President. 


NILEs FeperaAL SAavrnes & LOAN ASSOCIATION, 
Niles, Mich., June 20, 1956. 
Re Reorganization Plan No. 2. 
Hon. Writ1am L. Dawson, 
Chairman, House Committee on Gavernment Operations, 
House Office Building, Washington, D. C. 


DgaR SENATOR Dawson: Our institution is vitally concerned with the above 
propesal. This association would support constructive improvements to the 
supervision of our business. Such a study toward such a goal is currently 
being made by our United States Savings and Loan League. We do not feel 
that the above proposal is a step in that direction for the following reasons: 

1. Reorganization Act of 1949 provided that reorganization plans reduce the 
number of agencies; eliminate duplication of effort; promote ecenomy and 
efficiency. Plan 2 proposes to increase agencies from 1 to 2, thereby providing 
for certain duplication of effort and increased costs and loss of efficiency. 

2. Two boards will result in conflicts of policy to our business, as well as 
Congress and the President. 

3. It will increase our cost of doing business and overhead is a vital concern 
in providing sound, economical home financing. 

4, The present single agency, as developed by Congress over 25 years, has 
provided an industry now financing 37 percent of all homes. 

Your support to action now being proposed to defeat this Reorganization Plan 
No. 2 would be appreciated. 

Yours very truly, 
Frep L. VANDENBURG, President. 
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LEADER FEDERAL SAVINGS & LOAN ASSOCIATION, 
Memphis, Tenn., June 20, 1956. 
Hon. WitL1AM L. Dawson, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Sir: Along with many others in our business, I am very much concerned 
about the effect of Reorganization Plan No. 2, which divides the Federal Savings 
and Loan Insurance Corporation and the Federal Home Loan Bank Board into 
two single agencies. 

The present single agency developed through numerous congressional enact- 
ments has resulted in a strong and progressive nationwide system of savings 
institutions which have financed a large part of the housing program. The re- 
organization plan, instead of accomplishing economy, will increase expenses to 
the Government and our business in that it creates two agencies in the place of 
one. It will cause confusion through overlapping responsibilities, which cannot 
be in the best interest of the business. 

I therefore urge full consideration of the plan by your committee and hope 
you will find it in the interest of good government and our business to disapprove 
the plan. 

Sincerely, 
Roy M. Marr, President. 


STATE OF IDAHO, DEPARTMENT OF FINANCE, 
Boise, June 21, 1956. 
Hon. Wo. L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D.C. 

DEaR Sir: Our attention has been directed to the recently proposed Reorganiza- 
tion Plan No. 2, which is designed to separate the Federal Savings and Loan 
Insurance Corporation from the Federal Home Loan Bank Board and give it a new 
board of trustees. 

It is our opinion that the proposal has some merit, particularly in that it will 
have a tendency to promote regard for the laws or practices of individual States 
relating to State chartered savings banks and savings and loan associations. 
Basically, no individual governmental agency should have sole domain or the 
official responsibility for the operation of institutions they have chartered. 

The fundamental mandate to protect State rights should always be weighed, 
and the division appears to have this in mind. It would seem in the best 
interest of the public to place responsibility dividedly, particularly wherein 
State associations are concerned. Certainly a bill which has this objective has 
merit. 

Perhaps the division should be considered in light of our dual banking system, 
which promotes a divided responsibility squarely upon the shoulders of the in- 
dividuals who are responsible for the operation of the particular system which 
they supervise, that is, the comptroller for the national banks and the State 
supervisor in the case of State-chartered institutions. 

From a practical, as distinguished from a legal standpoint, the present all 
inclusive powers somewhat deprive State supervisors of necessary freedom of 
action. No one supervisory authority should have decisive action. 

Sincerely, 
R. U. SPAULDING, 
Commissioner of Finance. 





CONGRESS OF THE UNITED STATES, 
HovuseE oF REPRESENTATIVES, 
Wreshington, D. (., June 21, 1956. 
Hon. WILLIAM L. Dawson, 
House Office Building, Washington, D. C. 

Dear CoLLeaGue: Enclosed is a letter dated June 19, 1956, which I received 
this morning from Mr. William C. Walz, president of the Ann Arbor Federal 
Savings and Loan Association. 

In my opinion the letter is very well written and clearly sets forth the position’ 
of at least one savings and loan association with the reasons for that position. 
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I hope you will incorporate this letter in the record of your hearings on Reor- 
ganization Plan No. 2. 
Sincerely, 
GrorGE MEADER. 


ANN ARBOR FEDERAL SAVINGS & LOAN ASSOCIATION, 
Ann Arbor, Mich., June 19, 1956. 
Hon. GEORGE MEADER, 
Member of Congress, Washington, D.C . 

Dear Georce: The administration recently submitted to the Congress Reor- 
ganization Plan No. 2. It would seem that because of the controversial nature 
of the proposal, that some advice would first have been sought from the savings 
and loan business and also from the Federal Home Loan Bank Board. I don’t 
believe any attempt was made to do this. 

As you know, the present single agency system to handle our affairs has been 
develoned over a period of many years, and I would question the wisdom of tam- 
pering with what we consider to be a successful form of operation. It would 
create another separate agency and of course this would not result in any economy 
but rather would increase the expenses to individual savings and loan associa- 
tions which now pay most of the cost of the Federal Home Loan Bank Board 
and the Insurance Corporation. The existence of two Boards with overlapping 
responsibilities could easily result in conflict of policy and confusion for our 
business. 

It has been pointed out that the FDIC and the Federal Reserve Board are 2 
separate and distinct agencies, however it should be remembered that there are 
approximately 15,000 banks insured by the FDIC but only 7,000 banks are mem- 
bers of the Federal Reserve System. Many State chartered banks have been 
opposed to a consolidation of these two agencies because they did not care to be 
forced to join the Federal Reserve. This situation does not exist in the case of 
our business since all insured associations are members of the Federal Home 
Loan Bank System. I believe too that the reorganization plan is directly opposed 
to the Hoover Commission which made a study of the operations of both the 
Federal Home Loan Bank Board and the Federal Savings and Loan Insurance 
Corporation. 

I haven’t any idea as to whether this matter will get before Congress for a 
vote but felt that I would want you to know our feeling and position on the 
matter. 

Sincerely yours, 
WILiiAM C, Watz, President. 


HOvUSE OF REPRESENTATIVES, 
Washington, D. C., June 21, 1956. 
WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
1501 House Office Building, Washington, D.C. 


DEAR CHAIRMAN Dawson: Mr. W. H. Miller, assistant treasurer, Gardner- 
Denver Co., Quincy, Ill, has requested that his views in favor of H. R. 9402 
and 8S. 3199 be expressed to your committee. 

I am enclosing Mr. Miller’s letter for your records. 

Sincerely yours, 
Srp SIMPSON, 
Member of Congress, 
1709 House Office Building. 


GARDNER-DENVER Co., 
Quincy, Iil., June 19, 1956. 
Hon. Sip Srwpson, 
House Office Building, 
Washington, D. C. 


Deak Mr. Stmpson : There are bills before Congress (H. R. 9402) and (S. 3199) 
that are designed to improve governmental budgeting and accounting procedures, 
which I am strongly in favor of and urge you to support. 

Ultimate savings from such legislation as recommended by the bipartisan 
Hoover Commission, are estimated as several billions of dollars a year. 

_ Please express my views to the Committee on Government Operations. 
Very truly yours, 
W. H. MILLER, 
Assistant Treasurer. 
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ONEIDA FEDERAL Savines & LOAN ASSOCIATION, 
Oneida, N. Y., June 21, 1956. 
Congressman WILLIAM L. Dawson, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Dawson: We desire to register with you our opposition 
to Reorganization Plan No. 2 of 1956. We believe that this is very much against 
the interests of the savings and loan association business and would only be a 
duplication of effort, making out reports, supervision, and examination This 
seems to us a step in the wrong direction and we ask you to oppose such legis- 
lation. 

Yours truly, 
Everett L. BAKER, 
Secretary-Treasurer. 





OLNEY FEepERAL SAvINGs & LOAN ASSOCIATION, 
Philadelphia, Pa., June 21, 1956. 
Hon. WrLliAm L. DAwSsoN, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN: We strongly object to the proposal of splitting up the 
* Federal Home Loan Bank Board, as provided in Reorganization Plan No. 2. 

It is our opinion that: (1) The present, single agency to handle savings and 
loan affairs was developed over the past quarter of a century by numerous con- 
gressional enactments and has resulted in a strong and progressive nationwide 
system of savings institutions which now finance 37 percent of all home loans. 
(2) The wisdom of tampering with this present, successful, single agency is 
highly questionable and dangerous. (3) It would create still another separate 
agency. (4) Unlike most reorganization plans proposed, this would not result 
in economy of operation but, rather, would increase the expense of the Govern- 
ment agencies to individual savings institutions (which pay most of the costs 
of the Board and the Insurance Corporation), (5) The existence of two boards, 
with overlapping responsibilities for the savings and loan operation, would 
result in conflicts of policy and great confusion in the business as well as to 
Congress and the President. 

This association is interested in and will support any constructive improve- 
ment in the supervision of the savings and loan business. The United States 
Savings and Loan League currently is making a careful, painstaking study of 
the Federal Home Loan Bank System with that end in view. 

Very truly yours, 
HaRo_rp B. HutcHInson, President. 





Avaton Savines & LOAN ASSOCIATION, 
Wilmington, Calif., June 21, 1956. 


Wirr11am L. Dawson, 
Member of Congress, House Office Buitding, 
Washington, D. CO. 

Dear Mr. DAwson: We urge you to oppose Reorganization Plan No, 2 for 
the following reasons: 

1. Reorganization is supposed to streamline while this plan would create 
another agency thus increasing costs. These costs would be passed on to the 
associations as they pay most of the costs of the Board and the Insurance 
Corporation, 

2. The present single agency handling savings and loan affairs has been 
improved from time to time over the 25 years of its existence by numerous 
congressional enactments and as a result we have a strong nationwide system 
of savings institutions that have been financing 37 percent of all home loans. 

3. We feel that any tampering with the present successful system is highly 
questionable and dangerous. The existence of 2 boards instead of 1 would 
result in overlapping responsibilities, conflicts of policy and great confusion 
in the business as well as to Congress and the President. 

The United States Savings and Loan League is making a careful study of 
the bank system and we, as an individual association, are always interested 
in, and will support, any constructive improvement in the supervision of the 
savings and loan business. 

Yours very truly, 


H. Frep Russet, Secretary. 
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JEFFERSON FrepeRAL Savines & LOAN AssocraTION, INC., 
Louisville 2, Ky., June 21, 1956. 


Hon. Witt1AM L. Dawson, , 
Building House of Representatives, 
— me ; Washington, D. C. 

DEAR CONGRESSMAN Dawson: I wish to express the opposition of this asso- 
ciation to Reorganization Plan No. 2 and to urge your support of congressional 
action to defeat it. The present single agency to handle savings and loan af- 
fairs is the culmination of numerous congressional enactments, which have 
established a nationwide system of savings institutions now financing 37 per- 
cent of all home loans and we oppese the proposed change which would create 
another separate agency. Such change would increase the cost of the Gov- 
ernment agencies to the savings institutions and the existence of two separate 
boards with overlapping duties for the savings and loan operations would re- 
sult in conflicting policies and confusion to all concerned. 

As you know, all insured savings and loan associations are members of the 
Home Loan Bank System—with resulting economies in overhead. Our insti- 
tutions are interested in and will support constructive improvement in the 
supervision of our business. The United States Savings and Loan League 
is now making a careful study of the Federal Home Loan Bank System with 
that end in view. 

I sincerely trust that you will recognize the merit of our position and that 
you will feel justified in giving your good assistance to defeat Reorganization 
Plan No. 2. 

Sincerely, 


Irvin Marcus, President. 





THE PROVIDENT SAVINGS & LOAN ASSOCIATION, 
Madison, Wis., June 21, 1956. 
The CHAIRMAN OF THE HouSE COMMITTEE ON GOVERNMENT OPERATIONS, 
House of Representatives, Washington, D. C. 


Dear Sir: The Provident Savings & Loan Association would like to register 
its opposition to Reorganization Plan No. 2. We feel that a change from the 
present single agency would not be beneficial to either the savings and loan 
business or the Government. The creation of a separate agency could result in 
increased expense to savings and loan institutions and could result in conflicts 
of policy between the two agencies. This would be detrimental to the efficient 
operation of our institutions. 

Our association is interested in and will support any constructive improvement 
in the supervision of the savings and loan business, but we feel that this is a 
backward step. 

Respectfully yours, 
Henry C. Worr, President. 





THE PeopLes Bumtpine & Savines Co., 


Xenia, Ohio, June 21, 1956. 
Hon, WILLIAM L. Dawson III, 


Chairman, House Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR REPRESENTATIVE DAWSON: I am writing to you to express the opposition 
of the officers of this association to the proposed Reorganization Plan No. 2, 
which would split up the Federal Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation and divide them into two separate 
agencies. 

Being a State-chartered institution, we already have 2 sets of examiners, and 
this annual examination costs us about $1,500 per year. In addition to this, we 
already have to meet the requirements of two regulatory bodies, that is, those of 
the State department of building and loan associations and those of the Federal 
Home Loan Bank, and we certainly don’t want an additional one as provided for 
in this Reorganization Plan No. 2. 

The separation of these agencies cannot help but result, in my opinion, in 
conflicting rules and regulations and duplication of examination and other costs. 
For these and other reasons which have probably been called to your attention 
we feel that this proposal should be defeated. 
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It is our hope that you will use your position as chairman of the House 
Committee on Government Operations to defeat this proposal. 


Yours very truly. 
: Hart SHort, Secretary. 





Savines & LOAN ASSOCIATION OF AUBURN, 
Auburn, N. Y., June 21, 1956. 
Congressman WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Sir: The Savings & Loan Association of Auburn, a member of the Sav- 
ings Association League of New York State, wishes to express strong objection 
to the purpose and provision of Reorganization Plan No. 2 of 1956 and would 
appreciate it greatly if you could vote to defeat this plan or have it withdrawn. 

With every good wish, I remain, 

Sincerely, 
Tuomas ©. Ricuarpson, President. 


Nyack Savines & LOAN ASSOCIATION, 
Nyack, N. Y., June 21, 1956. 
Congressman WILLIAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR Sir: We wish to register our opposition to Reorganization Plan No. 2 
proposing to separate the Federal Home Loan Bank Board and Federal Savings 
and Loan Insurance Corporation management, 

Our opposition is based upon the possibility of having to answer and repo 
to two supervisory agencies and all the additional expense in operation the 
might ensue to our institution. 

We urge your rejection of this proposal. 


Sincerely, 
EARLE F. Crum, Haecutive Secretary. 





THe GENEVA FEDERAL SAVINGS & LOAN ASSOCIATION, 
Geneva, N. Y., June 21, 1956. 
Re Reorganization Plan No. 2 of 1956. 


Hon. WiitiAM L. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 


Dear Str: We strongly urge your opposition to this plan and your support 
to an action to defeat it. There are grave doubts as to any reduction in ex- 
pense of operation or increase in efficiency or any additional benefits to the 
public if the Insurance Corporation is separated from the Federal Home Loan 
Bank Board. It would also result in duplication of effort, reporting, examina- 
tion, supervision, and costs. 

The present statutory assignment of powers, duties, and responsibilities of the 
Federal Home Loan Bank Board are the outcome of a number of important acts 
by the Congress over a period of 24 years which in general have been sponsored 
and supported by the organized savings and loan business in the Nation. The 
present setup seems to have worked very well and should be maintained. 

Cordially yours, 
JOHN EDEN FARWELL, President. 





M & M Feperar Savines & LOAN ASSOCIATION, 
Springfield, Ohio, June 21, 1956: 


Hon. WriuiAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
United States House of Representatives, Washington, D. C. 
DEAR Mr. Dawson: The officers and directors of Merchants & Mechanics Fed- 
eral Savings & Loan Association, of Springfield, feel very much concerned over 
the proposal of splitting up the Federal Home Loan Bank Board as provided 
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in the so-called Reorganization Plan No. 2, which plan, if approved by Congress, 
would divide the Federal Savings & Loan Insurance Corporation and the Fed- 
eral Home Loan Bank Board into two separate agencies. 

Our institution is interested and will support any constructivve improve- 
ments in the supervision of the savings and loan business, and I call your atten- 
tion to the fact that the United States League is currently making a careful, 
painstaking study of the Federal Home Loan Bank System with that end in 
view. 

If this Reorganization Plan No. 2 should be adopted, it could well mean that a 
savings and loan institution would be required to file separate reports—one to 
the Home Loan Bank Board and another to the Insurance Corporation. The 
same could also be true as to the submission of matters requiring approval 
of the Federal agencies. There could also well be administrative chaos result- 
ing from conflicting rules and regulations issued from the two boards. 

We should like to stress that to our thinking the present single agency to 
handle savings and loan affairs has been developed over the past quarter of a 
century by numerous congressional enactments, all tending to the betterment 
and soundness of the operations of these associations and has resulted in a strong 
and progressive nationwide system of savings institutions, which now finances 
better than one-third of all home loans, and it would seem to me that the tamp- 
ering of this successful single agency is highly questionable and dangerous. 

Instead of reducing the number of Government agencies it would simply create 
still an additional one and instead of resulting in economy of operation, it 
would certainly increase the expenses of the Government agency to individual 
savings institutions to which mest of those administrative costs are passed 
for payment. 

As we see it, the existence of two boards with overlapping responsibilities for 
the savings and loan operations would certainly result in conflict of policy and 
great confusion in the business. 

We understand that this plan has the theoretical approval of the President, 
for whom and whose thinking, as you know, we all have the very highest regard, 
but do very definitely feel that if there had been occasion to present all of the 
angles of this case before him and that he would have had adequate time for 
consideration thereof, this plan would not have received his recommendation. 

I believe that I can further state that in this letter I am voicing, or at least 
reflecting, the thinking of the people who are engaged in the savings and loan 
association business, 

If, in your way of thinking, you find yourself in agreement with respect to this 
plan, we would be pleased to have you lend your support to whatever action is 
necessary to defeat its adoption. 

Respectfully submitted. 
BE. F. McKee, General Counsel. 


HOuUSE OF REPRESENTATIVES, 
Washington, D. C., June 22, 1956. 
Hon. WILLIAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: I am enclosing a letter from Einer P. Juel, president 
of the First Federal Savings & Loan Association of Council Bluffs, 501 West 
Broadway, Council Bluffs, lowa, disapproving of Reorganization Plan No.. 2. 

Inasmuch as your committee will consider this plan on June 26, I am pleased 
to call your special attention to Mr. Juel’s letter, as I have confidence in his 
judgment on this matter. 

Respectfully yours, 
Ben F.. JENSEN. 


First FEDERAL SAVINGS & LOAN ASSOCIATION OF COUNCIL BLUFFs, 
Council Bluffs, Iowa, June 19, 1956. 
Hon. Ben JENSEN, 
United States House of Representatives, 
Washington, D. C. 


Dear FRIEND BEN: There is being proposed through the Hoover plan a reor- 
ganization plan No. 2 to divide the Federal Home Loan Bank Board from the 
Federal Savings & Loan Insurance Corp., and that the two have different iden- 
tities. I was so surprised when this came from the Hoover Commission because 
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as most cases they have tried to group Government agencies to save expenses 
rather than to divide an agency and create more expense which would be the 
case if they divided these two institutions. I don’t believe it is wise to tamper 
with this present successful single agency, it is doing an excellent job for Federal 
associations and also doing a nice job of supervision for agencies that are State 
chartered but insured. I believe the existence of two boards would overlap 
a great deal and would cause a good deal of conflict and confusion. I can’t 
help but feel that the President was not properly informed in regard to this and 
therefor he recommended it to Congress. 

Believe me, Ben, I am most sincere and wish to emphasize that our institution 
is interested and will support any constructive improvement in the supervision 
of savings and loan business. And that our United States Savings and Loan 
League is making a careful painstaking study of the Federal Home Loan Bank 
System at this time with recommendations in view. So I sincerely hope that 
when this does come to your attention that you will try to defeat it because I 
do believe it’s a more expensive proposition than they realize and I’m sure 
we don’t want to create any more agencies than we have. 

With best regards to you and all, I remain 

Sincerely yours, 
EINER P. JuEt, President. 





Savines & LOAN ASSOCIATION OF WATERTOWN, 
Watertown, N. Y., June 22, 1956. 
Congressman WrrtAM L. DAWSON, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN: As a member of the board of directors of the Savings 
Association League of New York State, representing the Savings and Loan 
Association of New York, I quite decidedly join in their opposition to the adoption 
of reorganization plan No. 2 of 1956. 

It is the opinion that the present system, having been in operation for more 
than 20 years, has given excellent results. 

If plan No. 2 were adopted, it could result in perhaps 3 examinations in place 
of the present 2 with no better results—but with added expense. 

No opinion was asked of our National or State organization, which has been 
the general plan in previous legislation. 

It is my opinion that this plan should be rejected in the interests of the savings 
and loan business. 


Respectfully yours, 
W.S. Gouxp, President. 


First FEDERAL SAVINGS & LOAN ASSOCIATION OF WOOSTER, 
Wooster, Ohio, June 22, 1956. 
Hon. WiittAM L. Dawson, 
Chairman of House Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN Dawson: I am writing you relative to the Reorganization 
Plan No. 2 which has been proposed to divorce the Federal Savings and Loan 
Insurance Corporation from the Federal Home Loan Bank Board. 

Our stand.—We are opposed to making two agencies. 

Reasons.—Obviously the President was not fully informed on the ramifications 
of the plan. 

The present system has taken 25 years to develop to its present, strong status, 
the benefits of which have not only been great, but have never been challenged 
or found lacking in authority to control both functions. 

Duplicating agencies is no way to economize, either for the Government or 
for industry-endowed agencies. Doubling the administrative and examination 
expenses merely costs Federal Home Loan Bank and insured members twice for 
similar functions presently handled adequately by the joint cooperation of the 
two groups. 

Two separate and distinct agencies attempting to supervise one savings and 
loan association can only result in conflicting regulations and a slowdown in 
efficiency and a general confusion to the associations regulated as to which agency 
had precedence in its regulations. At present, both groups issue regulations, 
but the joint setup assures that all regulations from both groups are uniform and 
in keeping. 
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complete study of the Federal Home Loan Bank System, it would only be wise 
to hold up on any changes until such studies can be completed and reported to 
Congress. 

Furthermore, no responsible official in any association, any member associa- 
tion of either the bank system or the Insurance Corporation, any United States 
league official, or the heads of either agency involved were contacted in advance 
of the plan’s submission to Congress. The plan itself is not the recommendation 
of the Hoover Commission Task Force on Lending Agencies (see their recom- 
mendation on p. 38 of their report) nor of the administration itself (see p. 393 
of the House Committee on Government Operations, hearings on lending agencies 
report made in 1955). 

We trust that you will use your influence opposing this Reorganization Plan 
No, 2. 

Thank you very kindly for any assistance you can give us. 

Respectfully, 


Alternative legislation —Since our own business is in the process of making ¢ 


F. E. Scuvurrz, Executive Vice President. 


SOUTHERN FEDERAL SAVINGS & LOAN ASSOCIATION, 

Los Angeles, June 22, 1956. 

Hon. WILLiAM L. DAwson, 

Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 


Dear Mr. Dawson: This association, in common, we believe, with the great 
majority of similar institutions throughout the country, is unalterably opposed 
to Reorganization Plan No. 2 submitted to Congress by the White House which 
proposes to divide the Federal Home Loan Bank and Federal Savings & Loan 
Insurance Corporation into two separate agencies. 

This far-reaching proposal, made without consultation with our business or 
the two agencies involved, is in our opinion hasty and ill conceived, and will 
result in duplication of effort, conflict of policies, and substantially increased 
costs of operation which will have to be borne by our institutions. 

We do not oppose constructive changes in the supervisory procedures for 
savings and loan associations, and recognizing that improvements may be 
designed which are in the public interest, leaders of our industry are now 
engaged in a careful study of the entire Federal Home Loan Bank System for 
that purpose. Until this study has been completed and our business has had an 
opportunity to present its recommendations, we believe no fundamental changes 
should be made in the existing relationship of the Federal Home Loan Bank 
and the Federal Savings & Loan Insurance Corporation. 

Because of the obvious defects in Reorganization Plan No. 2, and the need 
for additional study of the entire problem, we urge your opposition to the plan 
and your support of congressional action to defeat it. 

Sincerely yours, 
D. A. SQUIRE, 
Executive Vice President. 





CANASTOTA SAVINGS & LOAN ASSOCIATION, INC., 
Canastota, N. Y., June 22, 1956. 


wis 


Hon. Congressman WILLIAM lL. Dawson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Dawson: The board of directors of the Savings & Loan 
Association League of New York State passed the enclosed resolution. We 
are in complete accord in opposing Reorganization Plan No. 2 of 1956. 

We are urging you to support action to defeat it. 

Thanking you, we are, 

Very truly yours, 
BertHa J. Herp, 
Secretary-Treasurer. 
RESOLUTION 


Whereas the Congress of the United States has received for consideration 
Reorganization Plan No. 2 of 1956, which proposes to separate the Federal Sav- 
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ings and Loan Insurance Corporation from the Federal Home Loan Bank Board, 
by creating a new board of trustees of the corporation, by vesting management 
of the corporation in that board of trustees and by making appropriate transfers 
of the functions of the Federal Home Loan Bank Board to the board of trustees 
and to the corporation ; and 

Whereas the ultimate mutual owners of the corporation—the insured savings 
and loan associations—were neither advised of, nor consulted with prior to the 
transmittal of the plan to the Congress; and 

Whereas there are grave doubts as to any reduction in expense of operation or 
increase in efficiency of the corporation or any additional benefits to the public 
if the corporation is separated from the Federal Home Loan Bank Board; and 

Whereas such separation could result in duplication of effort, reporting, exami- 
nation, and supervision ; and 

Whereas the present statutory assignment of powers, duties, and responsi- 
bilities of the Federal Home Loan Bank Board are the outcome of a number of 
important acts by the Congress over a period of 24 years, which in general have 
been sponsored and supported by the organized savings and loan business in the 
Nation : Now, therefore, be it 

Resolved, That the board of directors of the Savings Association League of New 
York State on behalf of the members, in meeting assembled, express strong ob- 
jection to the purpose and provisions of Reorganization Plan No. 2 of 1956; 
and be it further 

Resolved, That the president of the league be directed to transmit copies of 
this resolution to the President of the United States, to the Members of Congress 
representing the State of New York and to the chairmen of the Senate and House 
Committees on Government Operations, respectfully urging that Reorganization 
Plan No. 2 of 1956, be withdrawn or defeated. 

I certify that the foregoing resolution was unanimously adopted at a regular 
legal meeting of the board of directors of the Savings Association League of New 
York State, held at Hotel Biltmore in New York City, on June 15, 1956. 

Davip Forp, President. 





WAYNE Feperat Savines & LOAN ASSOCIATION, 
Wayne, Mich., June 22, 1956. 
Hen, WILLIAM L. Dawson, 
House of Representatives, 
Washington, D.C. 


Sir: We have been advised that the President’s Reorganization Plan No. 2 
included dividing the Federal Home Loan Bank Board and the Federal Savings 
and Loan Insurance Corporation into two separate agencies, and while we are 
emphatically in favor of any reorganization plan that would eliminate unneces- 
Sary agencies from our Government, thereby reducing the cost of Government, 
we do not believe the above feature of your plan No. 2 would accomplish this 
result, but would really have the reverse result, namely, create another agency 
instead of eliminating any. 

Unlike most reorganization plans proposed, this would not result in economy 
of operation, but would add to the expense of the individual savings and loan 
associations which support the present single agency, and may result in conflicts 
of policy and confusion to our business, as well as to the Congress and our 
President. 

It has operated as is, successfully, for almost a quarter of a century, to the 
extent that its popularity has resulted in the purchase, by member associations, 
of the stock of the Federal home-loan banks and the planning to ultimately 
assume ownership of the Federal Savings and Loan Insurance Corporation. 

As a member of the Federal savings and loan industry, we feel that you would 
wish to know the sentiment of our business as it directly and vitally concerns us. 
We, therefore, respectfully submit the following resolution of our board of 
directors: 

“Whereas the board of directors of the Wayne Federal Savings & Loan Asso- 
ciation has studied and carefully considered all of the angles of Reorganzation 
Plan No. 2 regarding the dividing of the Federal Home Loan Bank Board and the 
Federal Savings and Loan Insurance Corporation and creating separate agencies 
for each: Therefore be it 

“Resolved, That we respectfully request that that portion of said Reorganiza- 
tion Plan No. 2 dividing the Federal Home Loan Bank Board and the Federal 
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Savings and Loan Insurance Corporation be reconsidered and withdrawn from 
plan No. 2, and that the said Board and Insurance Corporation remain a single 
organization as at present for the benefit of all concerned.” 
Respectfully submitted by, 

C. A. WHISLER, President. 





LIVINGSTON, VINEYARD & SHERMAN, 
Memphis, Tenn., June 22, 1956. 
Hon. WILLIAM L. DAwSson, 
Chairman, House Committee on Government Operations, 
Washington, D. C. 


Deak Sir: As director of and attorney for Leader Federal Savings & Loan 
Association of Memphis I am writing to register my opposition with you in con- 
nection with the Reorganization Plan No. 2 and to strongly urge the adoption of 
a resolution for the disapproval thereof. : 

Although I am sure it is unnecessary for me to attempt to point out to you 
the undesirability of such plan, I wish to say that any such sweeping change 
in the control and supervision of the savings and loan business which constitutes 
such an important segment of our Nation’s economy should be approached only 
upon a careful consideration of all possible aspects and consequences. 

Our institution is interested in, and will support any constructive improvement 
in the savings and loan business but it is believed that the present single agency 
is more desirable than two such agencies. 

I have the honor to remain, 

Yours very truly, 
CHARLES R. SHERMAN. 





SouTtH SHore Savincs & LOAN ASSOCIATION, 
Massapequa, N. Y., June 22, 1956. 
Congressman WILLIAM L. DAWSON, 
House Committee on Government Operations, 
House Office Building, Washington, D. C. 


Deak Mr. Dawson: This is an urgent request that you oppose Reorganization 
Plan No. 2 submitted to Congress by President Eisenhower on May 17. 

This plan would increase the expense of operation of both the savings and loan 
associations and the Government. All of these increased expenses would ulti- 
mately fall on the individual home borrowers and savers of the Nation. The 
Federal Home Loan Bank Board and the Federal Insurance Corporation have 
been in operation for over 20 years with no indication of any need for separation 
of their 2 activities. 

Authorities in the sayngs assocation business who have made a careful study 
of the reorganization plan fail to see a single specific benefit either to the Govern- 
ment or to the public and, therefore, urge your active support in taking the action 
necessary to prevent Reorganization Plan No. 2 from becoming effective. 

Thanking you, I am 

Yours very truly, 
Wir11amM J. MARTIN, Jr., 
Executive Vice President. 


Frrst SAVINGS & LOAN ASSOCIATION OF POUGHKEEPSIE, 
Poughkeepsie, N. Y., June 22, 1956. 
Hon. WILt1AM L. Dawson, 
Chairman, House Committee on Government Operations, 
Congressional Building, Washington, D. C. 

DEAR CONGRESSMAN Dawson: It is my understanding that your Subcommit- 
tee on Executive and Legislative Reorganization will consider Reorganization 
Plan No. 2 on Tuesday, June 26, at 10 a. m. 

It is our understanding that this plan, unless vetoed by either House of Con- 
gress within 60 days, will establish the Federal Savings and Loan Insurance 
Corporation as an independent agency, “subject to the direction and control of 
the President of the United States,” its affairs to be administered by a three- 
man board of trustees appointed by the President, one of whom shall be the 
Chairman of the Federal Home Loan Bank Board. 
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As the executive officer of a savings and loan association which is a member 


of the Federal Home Loan Bank, and which is likewise insured by the FSLIC, i 
I sincerely believe that the plan should be vetoed. Separation of the two organ- f 
izations would result in duplication, confusion, and delay in decisions on im- : 
portant matters affecting our business. : 


The operating costs of both the Insurance Corporation and the Board are 
borne by member associations and would result in increased operating expenses 
to us. 

The supervision and examination would be doubled, resulting in duplication 
of effort and expense. 

In spite of the fact that member associations own the bank system and 
shortly will own all of the capital of the insurance corporation, they were not 
consulted in any way prior to the attempt to separate the agencies. 

We further feel that the plan is undesirable because it does not require bi- 
partisanship on the board of trustees, nor does it provide for any term of office 
for such trustees. 

We understand that the defeat of any reorganization plan is rather a difficult t 
matter. We will appreciate, however, the careful consideration by your sub- 
committee of our opposition to Reorganization Plan No. 2 and request that our 
opposition be noted in the record of the committee proceedings. 

Very truly yours, e 
NorMAN H. PoL_HEeMuS, President. 


e. 

r 

CONGRESS OF THE UNITED STATES, m 
House OF REPRESENTATIVES, oa 
Washington, D. C., June 28, 1956. wi 


Hon. WriuiAM L. DAWSON, 
Chairman, Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: I am enclosing a letter I have received from Mr. Wen- 
dell T. Robie, president of the Central California Federal Savings and Loan 
Association of Auburn, Calif., protesting adoption of Reorganization Plan No. 2. 

It will be appreciated if Mr. Robie’s letter can be made part of the record Mr 
in connection with your committee hearing on June 26. 

Sincerely yours, 


CLAIR ENGLE. I 

Enclosure. Cor 
Fed 

CENTRAL CALIFORNIA FEDERAL SAVINGS AND LOAN ASSOCIATION, ban 

Auburn, Calif., May 25, 1956. T 

Hon. CLAIR ENGLE, velo 
Congressman of the United States, savi 
Washington 6, D. C. T 

Dear CrarR: On May 17, President Eisenhower submitted to the Congress iner 
Reorganization Plan No. 2 calling for a separation of the Federal Savings and resp 
Loan Insurance Corporation from the Federal Home Loan Bank Board. polic 
Under reorganization law, the President’s plan will become effective unless Pres 
vetoed by the House or the Senate within 60 days. We do not agree with the Ou 
statement which was prepared for the President to submit with the plan to struc 
Congress, nor that this is one of the beneficial recommendations of the Hoover we fi 
Commission report. supp 
It is our opinion that the plan would increase the expense of operation to Wi 


both the Savings and Loan Associations and the Government, because it would 
result in duplicate reporting, and probably, would involve duplicate supervision 
and examination, under duplicated administration by the Government. We are 
sure that the Insurance Corporation and the Federal Home Loan Bank Board 
cannot operate as economically under two different managements as they have 
operated under one management by the Board and we have a mightly high opin- 
ion of the present methods and administration by the Home Loan Bank Board. 


The related affairs of each belong together, as they are now. Hon. | 

We request and will appreciate such action as may be afforded to you to veto C 
by action of the Congress, this Reorganization Plan No. 2 of 1956. 

Sincerely, My 

WENDELL T. Roster. Zaniza 

P. S.—I do not know what influence may have sold this idea to the adminis- Tha 


tration and regret that when all concerned have made known thoir adyice and and lo 
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opinions, that it will be shown up as a bum steer. Had it not been conceived 
by hasty and impulsive action, I believe we would have had opportunity to 
present our very firm and sound objections to the originators and avoided this 
public collision in the Congress. Now we have no other alternative and with 
consideration, we are sure you will be firmly convinced in opposition as we are. 
WENDELL. 





UniTep SAvines ¢ LOAN ASSOCIATION, 
Chicago 8, Ill., June 23, 1956. 
Re Reorganization Plan No. 2 
Hon. WrLu1aAmM L. DAWSON, 
Representative of the State of Illinois, 
House of Representatives, Washington, D. C. 

DEAR REPRESENTATIVE DAWSON: We are in opposition to this plan because we 
believe that the present operation of a single agency to handle savings and loan 
affairs has proven successful for the past 25 years. It has resulted in a strong, 
progressive, nationwide system of savings institutions. 

Unlike most reorganization plans, this one would not result in economy of 
operation but rather would increase the expense of Government agencies. The 
existence of two organizations would result in conflicts of policy, overlapping 
responsibilities for the savings and loan operation, and a great deal of confusion. 

Certainly we are interested, and we shall support any constructive improve- 
ment in the supervision of the savings and loan business. At this time our trade 
organization is making a careful study of the Federal Home Loan Bank System 
with this in mind. 

Yours truly, 
Rosert J. Mocny, 
Executive Officer. 


First FEvERAL SAVINGS &€ LOAN ASSOCIATION OF PANAMA CITY, 
Panama City, Fla., June 23, 1956. 
Mr. Wrii1AM L. Dawson, 
Chairman, House Committee on Government Operations, 
Washington, D. C. 


Deak Mr. Dawson: Reorganization Plan No. 2 has been submitted to the 
Congress of the United States. This plan provides for a separation of the 
Federal Savings and Loan Insurance Corporation from the Federal home loan 
bank. 

The present single agency to handle savings and loan affairs has been de- 
veloped over the past quarter of a century into a strong progressive system of 
savings institutions. 

This plan of reorganization would create still another agency which would 
increase expenses to eaeh association. Having two boards with overlapping 
responsibility for the savings and loan operation would result in conflicts of 
policy and great confusion in the business as well as to Congress and the 
President. 

Our savings and loan association is interested in and will support any con- 
structive improvement in the supervision of the savings and loan business, but 
we feel that Reorganization Plan No. 2 is not an improvement and we ask your 
support in defeating it. 

With kindest personal regards, we remain 

Very truly yours, 
J. A. Smiru, President. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., Jume 25, 1956. 
Hon. Wiiu1AM L. Dawson, 
Chairman, Government Operations Committee, 
House Office Building, Washington, D. C. 


My Dear Mr. CHarrman: I am writing to register my opposition to Reor- 
ganization Plan No. 2 which is being considered by your committee. 

I have had this reorganization plan studied by a number of very able savings 
and loan officials in my district and all of them who have replied to me are 








160 REORGANIZATION PLAN NO. 2 OF 1956 ' 





opposed to this change. I list below some of the objections which my savings and 
loan officials have raised: F 

1. The present, single agency to handle savings and loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institu- 
tions which now finance 37 percent of all home loans. 

2. The wisdom of tampering with this present, successful, single agency is 
highly questionable and dangerous. 

3. It would create still another separate agency. 

4. Unlike most reorganization plans proposed, this would not result in economy 
of operation, but rather, would increase the expense of the Government agencies 
to individual savings institutions (which pay most of the costs of the Board 
and the Insurance Corporation). 

5. The existence of two boards, with overlapping responsibilities for the sav- 
ings and loan operation, would result in conflicts of policy and great confusion 
in the business as well as to Congress and the President. 

I sincerely hope that your great committee will see fit to disapprove this re- 
organization plan. 

Yours very truly, 
JOHN J. RILey, 
Member of Congress. 





( 
CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 25, 1956. s 
Hon. WiLtiAM L. DAwson, i 
Chairman, Subcommittee on Executive and Legislative Reorganization, 
House Committee on Government Operations, Washington, D. C. 

DEAr Mr. Dawson: In further reference to my letter of the 20th, I am enclos- 

ing two additional communications I have received in opposition to Reorganiza- 

tion Plan No. 2, one from the Federal Home Loan Bank of Greensboro, N. C., 
the other from the Arundel Federal Savings & Loan Association, Baltimore, Md. m 
I would appreciate your bringing them to the attention of the members of your he 
subcommittee and ineluding them in the record. le 
With kind regards, I am px 
Sincerely, re 
’ " ‘s 
Epwarp A. GARMATZ, col 
Member of Congress. } 
FEDERAL HOME LOAN BANK OF GREENSBORO, _ 
Greensboro, N. C., June 22, 1956. ; 
on 
Hon. Epwarp A. GARMATz, ea 
: ce 

Member of Congress, 
House of Representatives, Washington, D. C. 

My Dear MR. GARMATz: As you know, the Federal Home Loan Bank of Greens- 

boro is a reserve credit institution which serves 549 member savings and loan 
associations, 72 of which are located in Maryland. The bank’s directors have Cc 
studied Reorganization Plan No. 2 which was submitted to the Congress of the the 
United States on May 17,1956. Individually and collectively, they have expressed citiz 
their opinions that the plan is not in the best interests of the Federal Govern- will 
ment, the more than 3 million savers and borrowers served by the savings and unde 
loan associations in the fourth Federal home-loan bank district, and the savings pern 
and loan business. Ww 
We are enclosing a copy of a resolution adopted by the bank’s board of directors and | 
on June 18, 1956, which we hope you will consider in your deliberations on Reor- tions 
ganization Plan No. 2. You will notice that the bank’s directors commend and 1 yes 
approve the position in opposition to the plan which has been taken by the Federal En 
Savings & Loan Advisory Council and the national savings and loan trade threa 
organizations. of ow 


Yours very truly, 
J. M. Stnk, Jr., President. 


RESOLUTION OF FEDERAL HOME LOAN BANK OF GREENSBORO, GREENSBORO, N. C. 


Whereas Reorganization Plan No. 2, heretofore submitted to the Congress 
of the United States, provides for a drastic change in the organization and 
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operation of the Federal agencies by separating the Federal Savings and Loan 
Insurance Corporation from the Federal Home Loan Bank Board; and 

Whereas the Federal Savings & Loan Advisory Council has adopted a resolu- 
tion urging the rejection of said Reorganization Plan No. 2; and 

Whereas the savings and loan national trade organizations have taken prompt 
and vigorous action to alert the savings and loan business and the Congress 
to the dangers and weaknesses of Reorganization Plan No. 2, and have adopted 
a program of opposition to the plan : Now, therefore, be it 

Resolved, That the board of directors of the Federal Home Loan Bank of 
Greensboro commend and approve the actions of the Federal Savings & Loan 
Advisory Council and the savings and loan national trade organizations in 
opposing Reorganization Plan No. 2 and in urging the Congress of the United 
States to reject said plan ; and be it further 

Resolved, That a copy of this resolution be forwarded to the Members of 
Congress from the fourth Federal home loan bank district, to the members of 
the Federal Home Loan Bank of Greensboro, to the chairman of the Federal 
Savings & Loan Advisory Council, and to the executive officers of the savings 
and loan national trade organizations. 


ARUNDEL FEDERAL Savines & LOAN ASSOCIATION, 
Baltimore, Md., June 21, 1956. 
Congressman Epwagp A. GARMATZ, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN GARMATzZ: The board of directors of the Arundel Federal 
Savings & Loui Association at its regular monthly meeting June 4, 1956, 
instructed me to acquaint you with their views concerning: 

No. 1. Reorganization Plan No. 2 of 1956 providing for a drastic change 
in the organization and operation of the Federal agencies by separating the 
Federal Savings and Loan Insurance Corporation from the Federal Home 
Loan Bank Board. 

Reorganization Plan No. 2 of 1956 was sent to Congress without first being 
presented to the savings and loan business. The United States Savings & Loan 
League has a special committee headed by Past President Ralph Crosby which 
has already devoted 4 months to the most thorough study of the Federal Home 
Loan Bank System which has ever been undertaken, and within the next few 
months the committee will make a comprehensive series of recommendations 
regarding the whole Board operation which should be very helpful to all 
concerned. 

Federal associations that are members of both the Bank System and the 
Insurance Corporation would have to deal with two governmental agencies, a 
circumstance which would result in duplication, confusion, and delay in decisions 
on important matters not to mention the increase in operating costs passed on to 
each savings and loan association. 

No. 2. The desirability of amending section 403 of title IV of the National 
Housing Act affecting insurance of savings and loan accounts and to amend 
section 5 (i) of Home Owners Loan Act of 1932, as amended, affecting Federal 
savings and loan associations and for other purposes. 

Concerning subject matter No. 2, our board of directors is anxious to protect 
the mutuality of our individual organizations and the interest of millions of 
citizens who have become members of our organizations and further millions who 
will in the future become members of organizations of our type from any mis- 
understanding through the insurance of accounts of institutions using the 
permanent stock-type charter. 

We join in urging that hereafter insurance of accounts in the Federal Savings 
and Loan Insurance Corporation be granted only to mutually chartered associa- 
tions and that the insurance of any existing mutual association be canceled within 
1 year if it converts to a permanent stock company. 

Enclosed is a copy of proposed bill. We wish to emphasize the fact that any 
threat to the mutuality of our institutions is not proposed in the best interest 
of our citizens. 

Very truly yours, 

M. RicH MOND FaRRING, 
Brecutive Vice President. 
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A BILL To amend section 403 of title IV of the National Housing Act affecting insurance 
of savings and loan agcounts and to amend section 5 (i) of Home Owners’ Loan Act 
of 1933, as amended, affecting Federal savings and loan associations, and for other 


purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title IV of the National Housing Act, 
as amended, be, and the same is hereby, amended by adding a new subsection to 
section 403 thereof, as follows: 

“(e) The Corporation shall reject the application of any applicant if it finds 
that the applicant is not a local, mutual thrift and home financing institution. 
The Corporation shall terminate within 1 year the insurance of accounts of 
any institution which has been converted after July 1, 1956, from a mutual institu- 
tion to or been merged into or consolidated with a stock company having non- 
withdrawable stock, the holders of which have any preference or advantage as 
to control of the institution or as to the earnings reserves or surplus over the 
withdrawable account holders.” 

Sec. 2. Section 5 of the Home Owners’ Loan Act of 1933, as amended, is hereby 
amended by the addition of the following to subsection (i) thereof: 

“The Board shall not approve the liquidation of any Federal association or the 
conversion or merger of one to any form of organization except a mutual savings 
institution unless provision is made for the mutual owners thereof to receive the 
full value of their accounts, including participation in any value represented 
by reserves, surplus, and undivided profits,” 


HOvuSsE OF REPRESENTATIVES, 
Washington, D. C., June 25, 1956. 
Hon. W1L1ttAM T.. DAWSON, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 

Dear CoLLeEAGuE: Thank you for your letter of June 18 advising me of the 
hearings on Reorganization Plan No. 1 and Reorganization Plan No. 2. 

In connection with Reorganization Plan No. 2, I am enclosing a letter from 
Mr. Arthur Tonsmeire, Jr., president of the First Federal Savings and Loan Asso- 
ciation in Mobile, Ala., and letter from Mr. J. M. Sink, Jr., president of the 
Federal Home Loan Bank of Greenshoro, N. C., in opposition to the plan. 

I shall appreciate your arranging to incorporate these letters in your record 
of the hearings. 

Sincerely yours, 
FRANK W. BoyKIN, 
Member of Congress. 


First Feperai Savinas & LOAN ASSOCIATION, 
Mobile, Ala., June 7, 1956. 
Hon. Frank W. Boykin, 
Member of Congress, Mobile, Ala. 

Dear FRANK: The United States Savings and Loan League, of which First 
Federal is a member, has requested that we contact our Congressman with regard 
to the portion of Reorganization Plan No. 2 snecifieally referring to the separation 
of the Federal Home Loan Bank Board from the Federal Savings and Loan 
Insurance Corporation. We are opposed to this plan for several reasons: 

1. Associations that are members of both the bank system and the Insurance 
Corporation and all Federal associations would have to deal with two govern- 
mental agencies, a circumstance which would result in duplication, confusion, 
and delay in decisions on important matters. 

2. The Insurance Corporation, being solely concerned with the insurance fund 
and having no responsibility for the general progress or advancement of the 
savings and loan business, would be strongly inclined to veto any freedom of 
management of liberalization or relaxation of regulations. The incentive to 
control salaries, dividends, pensions, advertising, and other management func- 
tions would be very strong. 

8. The operating costs of both the Insurance Corporation and the Board are 
borne by member associations. The plan would thus increase operating expenses 
to the savings and loan’ business. 

4. Supervision and examination could be doubled as both the Board and the 
Insurance Corporation would have their respective legal obligations to determine 
the soundness of associations. 
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5. In spite of the fact that member associations own the bank system and 
shortly will own all of the capital of the Insurance Corporation, they were not 
consulted in any way prior to the attempt to separate the agencies. 

You would probably be particularly interested in the following facts pertaining 
to the plan: 

1. The congressional committees which deal with the Federal Home Loan 
Bank Board and the Insurance Corporation and the savings and loan business 
were not consulted on the plan and have never recommended a separation of 
the Corporation from the Board. 

2. The plan injects an unfortunate partisanship into the agency by failing 
to require bipartisanship on the Board of Trustees of the Corporation. Unlike 
the Bank Board and most Government boards, all three trustees could be from 
one political party. 

3. The plan fails to provide for any term of office for the trustees. 

4. The congressional philosophy of reorganization plans is that they are to 
result in savings and greater efficiency in Government. Whatever the possible 
merits of the plan are, it is impossible for it to claim economy, since it would 
establish 2 agencies in the place of the present 1. 

5. Although the letter accompanying the plan states that it follows a recom- 
mendation of the Hoover Commission, the Hoover report merely recommended 
that no one man serve on both boards and there was no supporting data in the 
Hoover Commission report. 

6. The Hoover Task Force on Lending Agencies which recommended inde- 
pendent status for the Bank Board last year specifically commented on the 
advantages of the present grouping of the Board and Insurance Corporation. 

7. Just last year the administration opposed the plan. Administrator Cole’s 
official comment on the Hoover Commission recommendation said, “I do not 
agree * * * that the Board of Insurance Corporation should be separate.” 

So far as I know, the commercial banks are in no way interested in this 
problem. 

Thanks so much for your consideration of our position with regard te your 
Board. 

Sincerely, 
ARTHUR TONSMEIRE, Jr., President. 


FEDERAL HOME LOAN BANK OF GREENSBORO, 
Greensboro, N. C., June 22, 1956. 
Hon. FRANK WILLIAM BOYKIN, 
Member of Congress, 
House of Representatives, Washington, D. C. 

My Dear Mr. Boyxin: As you know, the Federal Home Loan Bank of Greens- 
boro is a reserve credit institution which serves 549 member savings and loan 
asosciations, 33 of which are located in Alabama. The bank’s directors have 
studied Reorganization Plan No. 2 which was transmitted to the Congress of 
the United States on May 17, 1956. Individually and collectively, they have 
expressed their opinions that the plan is not in the best interests of the Federal 
Government, the more than 3 million savers and borrowers served by the sav- 
ings and loan associations in the Fourth Federal Home Loan Bank District, 
and the savings and loan business. 

We are enclosing a copy of a resolution adopted by the bank’s board of di- 
rectors on June 18, 1956, which we hope you will consider in your deliberations 
on Reorganization Plan No. 2. You will notice that the bank’s directors commend 
and approve the position in opposition to the plan which has been taken by the 
Federal Savings and Loan Advisory Couneil and the national savings and loan 
trade organizations. 

Yours very truly, 
J. M. Siw, Jr., President. 


RESOLUTION Or FPepverRaAL Home Loan BANK or GREENSBORO, N. C. 


Whereas Reorganization Plan No. 2, heretofore submitted to the Congress of 
the United States, provides for a drastic change in the organization and opera- 
tion of the Federal agencies by separating the Federal Savings and Loan In- 
surance Corporation from the Federal Home Loan Bank Board; and 

Whereas the Federal Savings and Loan Advisory Council has adopted a reso- 
lution urging the rejection of said Reorganization Plan No. 2; and 
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Whereas the savings and loan national trade organizations have taken prompt 
and vigorous action to alert the savings and loan business and the Congress to 
the dangers and weaknesses of Reorganization Plan No. 2, and have adopted a 
program of opposition to the plan: Now, therefore, be it 

Resolwed, That the board of directors of the Federal Home Loan Bank of 
Greensboro commend and approve the actions of the Federal Savings and Loan 
Advisory Council and the savings and loan national trade organizations in op- 
posing Reorganization Plan No. 2 and in urging the Congress of the United 
States to reject said plan; and be it further 

Resolved, That a copy of this resolution be forwarded to the Members of Con- 
gress from the Fourth Federal Home Loan Bank District, to the members of the 
Federal Home Loan Bank of Greensboro, to the chairman of the Federal Sav- 
ings and Loan Advisory Council, and to the executive officers of the savings 
and loan national trade organizations, 


Bay SHORE FEDERAL SAvines & LOAN ASSOCIATION, 
Bay Shore, N. Y., June 25, 1956. 
Re Reorganization Plan No. 2 of 1956 


Hon. Wiittram L. Dawson, 
House Committee on Government Operations, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN DAwson: We beg leave to register our strong opposition 
to the proposal of splitting up the Federal Home Loan Bank Board, as provided 
in above-referred-to plan No. 2, 

The present single agency to handle savings and loan affairs was developed 
over the last quarter century and has resulted in a strong and progressive nation- 
wide system of savings institutions which now finance 37 percent of all home 
loans. To tamper with this successful single agency would increase the expense 
of the Government agencies to individual savings institutions, would create 
overlapping responsibilities for the savings and loan operation, with resulting 
possible conflicts of policy and confusion, such as duplication of effort, reporting, 
examination, and supervision, all without any foreseeable benefits, efficiency 
or benefit to the public. 

We understand that the insured savings and loan associations (of which we are 
one) were neither advised nor consulted with, prior to the transmittal of the 
plan to Congress. We respectfully urge that the Reorganization Plan No, 2 of 
1956 be withdrawn or defeated. 

Respectfully yours, 
RaveH Fiamsere, President. 


CITIZENS SAvincs & LOAN ASSOCIATION, 
Belleville, Iil., June 25, 1956. 
Hon, WitLiAM L. DAwson, 
Chairman, House Committee on Government Operations, Congressman, 
State of Illinois, House Office Building, Washington, D.C. 


Mr. Dawson: Throughout your entire tenure of office you have consistently 
supported bills for the best interest of the people and businesses under your juris- 
diction. 

It is with this thought in mind that I encourage you to study thoroughly 
and thereby support action to defeat the current Reorganization Plan No. 2 
of the President concerning the proposed division of the Federal Savings and 
Loan Insurance Corporation and the Federal Home Loan Bank Board into 
two separate agencies. 

The following are the beliefs of my officers and board of directors: 

1. The present, single agency to handle savings and loan affairs was developed 
over the past quarter of a century by numerous congressional enactments and 
has resulted in a strong and progressive nationwide system of savings institn- 
tions which now finance 5/ percent of ali home loans. 

2. The wisdom of tampering with this present, successful, single agency is 
highly questionable and dangerous. 

3. It would create still another separate agency. 

4. Unlike most reorganization plans proposed, this would not result in economy 
of operations but, rather, would increase the expense of the Government agencies 
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to individual savings institutions (which pay most of the cost of the Board 
and the Insurance Corporation). 

5. The existence of two boards, with overlapping responsibilities for the 
savings and loan operation, would result in conflicts of policy and great confu- 
sion in the business as well as to Congress and the President. 

I would like to also inform you that we are interested in and will support 
any constructive improvement in the supervision of the savings and loan 
business, and inform you that the United States Savings & Loan League currently 
is making careful, painstaking study of the Federal Home Loan Bank’s system 
with that end in view. 


Best personal regards, 
H. THomas DUNCK, 


Executive Vice President. 





Str. CHARLES SAVINGS & LOAN ASSOCIATION, 
St. Charles, Ill., June 25, 1956. 
Re Reorganization Plan No. 2: Savings and loan associations 
Mr. WILLIAM L, DAWSON, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 

DEAR Sir: We, officers and members of the St. Charles Savings & Loan Associ- 
ation are opposed to this proposed Reorganization Plan No. 2. 

We feel this would bring an additional work in that the savings and loan 
would have to file separate reports, one to the Home Loan Bank Board and 
one to the Federal Savings and Loan Insurance Corporation. 

There would undoubtedly be added examination costs, as this plan would 
create another separate agency. This would not result in economy of operation 
but, rather, would increase the expense of the Government agencies to individual 
savings institutions. 

The existence of two boards, with overlapping responsibilities for savings 
and loan operation, would undoubtedly result in conflict of policy and contusion. 

We feel it@mnwise to tamper with the present single agency which was 
developed over the past 25 years by congressional enactments, and has resulted 
in a strong progressive nationwide system of savings and loan institutions. 

While this, we understand is a Presidential proposal, we feel it very doubtful 
that the President was made fully aware of the effect on our business, or of 
its reaction on the thousands of individual members throughout the Nation. 

Our institution is interested in and will support any constructive improvement 
in the supervision of the savings and loan business. 

The United States Savings & Loan League is presently making a careful 
study of the Federal Home Loan Bank System with that end in view. 

We thank you in advance for careful consideration of this matter and hope 
you will lend your efforts toward defeating Reorganization Plan No. 2. 

Very truly yours, 
JOHN T. McConkey, President. 
C. JAY MARVIN, Secretary. 


THE STANDARD BuILpING & LOAN Co., 
Cincinnati, Ohio, June 25, 1956. 


Reference Reorganization Plan No. 2, Federal Home Loan Bank. 


Hon. WILLIAM L. Dawson, 
Chairman, House Committee on Government Operations, 
Washington, D.C. 


Dear Sir: This institution wishes to express their sincere opposition to the 
proposed change in the Federal Home Loan Bank Board as proposed in Reorgani- 
zation Plan No. 2, for the following reasons: 

1, The present single agency handling the savings and loan affairs was devel- 
oped over the past quarter of u century by numerous congressional enactments, 
and has resulted in a strong and progressive nationwide system of savings insti- 
tutions, which now finance 37 percent of all home loans. 

2. We question the wisdom of tampering with this present successful, single 
agency as being highly questionable and dangerous. 

3. The organization as planned would create still another separate agency. 
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4. Unlike most reorganization plans proposed, this would not result in economy 
of operation, but, rather, would increase the expense of Government agencies to 
individual savings institutions who pay most of the cost of the Board and the 
Insurance Corporation. 

5. The existence of two boards, with overlapping responsibilities for the savings 
and loan operation, would result in conflicts of policy and great confusion in the 
business as well as to Congress and the President. 

In behalf of this institution, we wish to emphasize that we are always inter- 
ested in, and will support any constructive improvement as a savings and loan 
business. The United States League, as you probably are aware, is making a 
careful, painstaking study of the Federal Home Loan Bank System with that 


end in view. 
Very truly yours, 
GrorGE FE. Retrr, President. 


WicttraM K. Hatrirer, Secretary. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., June 26, 1956. 


Hon. WILLIAM L, Dawson, 
Chairman, Committee on Government Operations, 
United States House of Representatives, Washington, D. C. 
Dear Mr. CHarRMAN: I refer the enclosed letter from the president of a savings 
and loan association in my district to your committee and respectfully request 
that the viewpoint expressed be given consideration. 


Very sincerely, 
JAMES J. DELANEY, 


Member of Congress. 


WoopsIDE SAvinGs & LOAN ASSOCIATION, 
Woodside, N. Y., June 14, 1956. 


Hon. JAMES J. DELANEY, 
Brooklyn, N.Y. © 

DEAR CONGRESSMAN: Here at the Woodside Savings we are all opposed to the 
President’s Reorganization Plan No. 2, calling for a separation of the Federal 
Savings and Loan Insurance Corporation from the Federal Home Loan Bank 
Board. 

We think it isa bad plan. It will cost needless expense to the savings business 
of this country and will also subject us to two conflicting kinds of authority. The 
present system is pretty good and should certainly be preserved. 

We would apreciate anything you can do to stop this reorganization plan from 
being put into effect. 


Sincerely, 
JEROME Z. Lorper, President. 


(Letters submitted by Hon. L. H. Fountain follow :) 


HOUSE OF REPRESENTATIVES, 
Washington, D. 0., June 26, 1956. 


Hon. Wiu.t1AM L. Dawson, 
Chairman, Committee oun Government Operations, 
House of Representatives. 

DEAR Mr. CHAIRMAN: I will appreciate your making a part of your record of 
hearings in connection with Reorganization Plan No. 2 the attached corre- 
spondence. 

I do not care to burden the record of your hearings with 2 detailed statement 
about Reorganization Plan No. 2. I simply want to say that on the basis of the 
study which I have thus far made of this plan, and the results to be expected, I 
am opposed to it. I de not believe its enactment will bring greater economy and 
efficiency. On the eontrary, I envision in the splintering of the Federal Home 
Loan Bank Board by separating the Federal Savings and Loan Insurance Corpo- 
ration from the Board and creating it as another independent agency reporting 
to the Congress and to the President, increased operating costs, conflicts between 
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agencies, unnecessary duplication of effort, and increased paperwork and 
confusion. 

I still have one basic objection to all of these reorganization plans, even though 
I have supported some of them. I just don’t believe in a congressional policy, as 
set forth in the Reorganization Act, of delegating legislative authority to the Ex- 
ecutive in such a way that it takes a two-thirds vote of the Congress to disapprove 
action contemplated by the Executive. In other words, we give the executive 
branch the authority to legislate, and then we tie our hands by saying whatever 
the Executive does by way of reorganization of our Government will become final 
unless by a two-thirds affirmative vote the Congress disapproves its action. 

I hope that your committee will continue to give this matter study with a view 
of proposing such amendments to the reorganization plan as will reinstate the 
constitutional position of the Congress in connection with all such legislation. 

Sincerely, 
L.. H. Fountain, Member of Congress. 


Unirep States SAvINGS AND LOAN LEAGUE, 
Chicago, IU., June 15, 1956. 
Hon. L. H. Founratn, 
House of Representatives, House Office Building, 
Washington, D. C. 

My DrAr ConGRESSMAN : The purpose of this letter is to express opposition to 
Reorganization Plan No. 2 which would splinter the Federal Home Loan Bank 
Board by separating the Federal Savings and Loan Insurance Corporation from 
the Board and create it as another independent agency reporting to Congress 
and the President. 

Last year Congress reestablished the Federal Home Loan Bank Board as the 
agency to be responsible for matters affecting the Nation’s 4,200 thrift and home 
financing institutions. 

We have indicated to the President that we recognize the need for constant 
study and improvement in the operation of the Board, as in any private organiza- 
tion and operation, so that the public interest may best be served. We have 
pledged to the administration and to the Banking Committees of Congress our 
complete cooperation in bringing about any sound programs that may be needed 
in this area. 

Reorganization Plan No. 2, however, was submitted without any consultation 
with the Banking and Currency Committees which have jurisdiction in this par- 
ticular field, or the responsible leadership of the savings and loan business 
which bears the entire expense of the operation of the agencies affected by this 
plan. Wecan see no need for the changes it proposes. 

We urge that you oppose the approval of Reorganization Plan No. 2 for the 
following reasons: 

1. Reorganization Plan No. 2 will not result in any operating economies 
for the Government, because all expenses of both the Federal Savings and 
Loan Insurance Corporation and of the Federal Home Loan Bank System 
are borne by their members—not by the Government. In fact, the plan will 
result in greater administrative expenses for the agencies dealing with the 
savings and loan business, all of which will be borne by the savings and loan 
associations themselves. 

2. The plan creates an additional independent agency which will have respon- 
sibility and jurisdiction for the proper conduct of savings and loan associa- 
tions; it will result in conflicts between agencies, buckpassing and controversies 
between agencies, duplication of personnel, substantially increased paperwork 
and confusion to savings and loan associations, to the Congress and to the 
President. 

3. Although it is stated that the proposal is one of the recommendations of 
the second Hoover Commission, such recommendation was not supported with 
any documentation. On the other hand, the Hoover Commission’s task force 
dealing with this subject specifically reviewed the present status and observed 
that “this appears to be a natural grouping of functions which requires no 
change.” 

4. The plan violates the congressional philosophy of reorganization plans in 
that instead of effecting economy, it establishes 2 agencies in place of 1, clear- 
ly increasing operating costs. 

In addition to these basic questions, the plan has unusual defects in that it does 
not fix specific terms of office for the members of the proposed mew board, and 











168 REORGANIZATION PLAN NO.,2 OF 1956 


would not provide for a bipartisan board. The division of responsibilities 
of the two boards that would be created by this plan was left unresolved. 

We respectfully urge that you take any and all actions necessary to see 
that Reorganization Plan No. 2 is not placed into effect. 


Sincerely yours, 
Watters H. Dreier, President. 


First Feperat SAvines & LOAN ASSOCIATION, 
Rocky Mount, N. C., June 18, 1956. 
Congressman L. H. FounTatIn, 
Washington, D. CO. 

Dear L. H.: It is the consensus of the best thought in our business that 
Reorganization Plan No. 2 will be detrimental to the best interest of the savings 
and loan industry, as we definitely believe that it will be unwise to divide the 
Federal Savings and Loan Insurance Corporation and the Federal Home Loan 
Bank into two separate agencies. 

Your opposition to Reorganization Plan No. 2 is urged and will be deeply 
appreciated. 

Sincerely yours, 
HENRY Greoory, Jr., 
President. 


Mutua Buitpine & LOAN ASSOCIATION, 
Kinston, N. C., June 19, 1956 
Congressman L. H. FountTAIN, 
House of Representatives, Washington, D. C. 

Dear L. H.: I want to express my opposition to Reorganization Plan No. 2 
and urge you to work and vote to defeat it. 

The present, single agency to handle savings and loan affairs has resulted in a 
strong and progressive nationwide system of savings institutions. The existence 
of two boards, with overlapping responsibilities for the savings and loan opera- 
tion, would result in conflicts of policy and great confusion in the business as 
well as to Congress and the President. 


Very truly yours, 
T. W. Hearn, Jr., 
Erecutive Vice President. 


HomeE Buripine & LOAN ASSOCIATION, 
Kings Mountain, N. C., June 19, 1956. 
Re Reorganization Plan No. 2. 


Hon. L. H. Fountarn, 
House Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Sir: We are in full sympathy with the statements concerning this plan 
as made by the United States Savings and Loan League, the North Carolina State 
Savings and Loan League, and the resolutions as made by the Federal Home 
Loan Bank Board. 

We strongly urge you to consider the comments of the above-mentioned, and 
further urge you to wholeheartedly endorse the defeat of said plan. 


Very truly yours, 
A. H. Parrerson, Secretary-Treasurer. 


First FEDERAL SAvines & LOAN ASSOCIATION, 
Hendersonville, N. 0., June 20, 1956. 
Re Reorganization Plan No. 2. 


Hon. L. H. Fountarn, 
House of Representatives, 
Washington, D. C. 

DEAR Mr. FountTAIN: We wish to express our opposition on subject reorgani- 
zation plan which vitally affects the operations of insured savings and loan 
associations. This reorganization would make separate agencies of the Federal 
Savings and Loan Insurance Corporation and would move it from under the 
Federal Home Loan Bank Board. 

The excuse of the administration in proposing this reorganization is that it 
was recommended by the Hoover Commission report. Actually there is small 
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similarity between the Hoover Commission recommendation and this plan. Fur- 
thermore, it seems to operate contrary to the generally defined purposes of all 
reorganization plans in that it increases the number of Government agencies, 
creates an overlapping and duplication of effort, does not group or coordinate 
functions but rather diffuses them, and it certainly does not reduce the total 
operating cost of the Government. 

At the North Carolina Savings and Loan League convention at Blowing Rock 
last week, there was strong opposition to this reorganization plan on the floor 
of the convention and in informal groups and discussions. 

Your support in opposing this reorganization plan will be appreciated. 

Very truly yours, 
FRANK L. Hoyte, Jr., 
Ezvecutive Vice President. 


EpENTON Buttprine & LOAN ASSOCIATION, 
Edenton, N. C., June 20, 1956. 
Hon. L. H. Fountain, 
House of Representatives Office Building, Washington, D. C. 

Deak CONGRESSMAN: Our association respectfully requests that you actively 
oppose and vote against Reorganization Plan No. 2 now under consideration by 
the Senate Committee on Government Operations. 

This proposed plan, if adopted, will in our opinion, inevitably result in more 
overlapping and duplication of effort; higher cost of administration, without any 
increase in efficiency. 

We urge your most serious and favorable consideration in this important 
matter. 

Very truly yours, 
R. EB. Leary, Secretary. 


FEDERAL HoME LOAN BANK OF GREENSBORO, 
Greensboro, N. C., June 22, 1956. 
Hon. LAWRENCE H. FOUNTAIN, 
Member of Congress, House of Representatives, Washington, D. C. 


My Dear Mr. FountTAIN: As you know, the Federal Home Loan Bank of Greens- 
boro is a reserve credit institution which serves 549 member savings and loan 
associations, 143 of which are located in North Carolina. The bank’s directors 
have studied Reorganization Plan No. 2 which was transmitted to the Congress 
of the United States on May 17, 1956. Individually and collectively, they have 
expressed their opinions that the plan is not in the best interests of the Federal 
Government, the more than 3 million savers and borrowers served by the savings 
and loan associations in the Fourth Federal Home Loan Bank District, and the 
Savings and loan business. 

We are enclosing a copy of a resolution adopted by the bank’s board of directors 
on June 18, 1956, which we hope you will consider in your deliberations on Reor- 
ganization Plan No. 2. You will notice that the bank’s directors commend and 
approve the position in opposition to the plan which has been taken by the 
Federal Savings and Loan Advisory Council and the national savings and loan 
trade organizations. 

Yours very truly, 
J. M. Sink, Jr., President. 


FEDERAL HoME LOAN BANK OF GREENSBORO, 
Greensboro, N. C. 
RESOLUTION 


Whereas Reorganization Plan No. 2, heretofore submitted to the Congress of 
the United States, provides for a drastic change in the organization and opera- 
tion of the Federal agencies by separating the Federal Savings and Loan Insur- 
ance Corporation from the Federal Home Loan Bank Board ; and 

Whereas the Federal Savings & Loan Advisory Council has adopted a resolu- 
tion urging the rejection of said Reorganization Plan No. 2; and 

Whereas the savings and loan national trade organizations have taken prompt 
and vigorous action to alert the savings and loan business and the Congress to 
the dangers and weaknesses of Reorganization Plan No. 2, and have adopted a 
program of opposition to the plan: Now, therefore, be it 

Resolved, That the board of directors of the Federal Home Loan Bank of 
Greensboro commend and approve the actions of the Federal Savings & Loan 
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Advisory Council and the savings and loan national trade organizations in op- 
posing Reorganization Plan No. 2 and in urging the Congress of the United States 
to reject said plan ; and be it further 

Resolved, That a copy of this resolution be forwarded to the Members of Con- 
gress from the Fourth Federal Home Loan Bank District, to the members of the 
Federal Home Loan Bank of Greensboro, to the chairman of the Federal Savings 
& Loan Advisory Council, and to the executive officers of the savings and loan 
national trade organizations. 


LAW OFFICES OF JOHNSON & BRANCH, 
Pnfield, N. C., June 23, 1956. 
Hon. L. H. Fountatn, 
House of Representatives, Washington, D. C. 

Dear L. H.: The board of directors of the Enfield Building & Loan Association 
has requested that I write you concerning a plan or bill now pending before your 
committee which will establish the Federal Savings and Loan Insurance Corpo- 
ration as an independent agency. It seems that this board is strongly opposed to 
this plan, and requests that you use your influence to see that same is defeated. 

It seems that they are advised that if this plan is doctored that it will create 
two boards with overlapping responsibilities, and they are very well satisfied 
with the present functions of the Federal Home Loan Bank. 

Yours truly, 
JOSEPH BRANCH. 


x 











